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Mit mutuats 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Co................... Harrisburg, Pa. 4 
Millers Mutual Fire Insurance Co................. Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. " 
Millers Mutual Fire Insurance Association................. Alton, Ill. 
Grain Dealers National Mutual Fire Insurance Co... . . Indianapolis, Ind. ‘ 
Western Millers Mutual Fire Insurance Co........... Kansas City, Mo. Q 
National Retailers Mutual Insurance Co................. Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co............ Lansing, Mich. : 
Mill Owners Mutual Fire Insurance Co................ Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU ; 
400 W. Madison St., Chicago, Ill. 3 


A Service organization maintained by the Mill Mutuals. 
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THIS IS PART OF YOUR PAY CHECK 


That gun’s making things pretty hot for the Axis 


It came from the pay check and pay 
envelopes of people like you. It was 
bought with the money you lent your 
Government in regular installments from 
your pay. 


But hold on now—Maybe it’s not your 
gun! Maybe you aren’t setting aside at 


least 10 pércent of your salary for War 
Bonds!. 


There are still some people who 
aren’t; not many, but maybe you’re one 
of them. If you are one, we’re sure it’s 
not for want of patriotism, but because 


SAVE WITH U.S. WAR BONDS 


EVERYBODY...EVERY PAYDAY... 











you haven’t gotten around to it. 


Tell your boss today you want to help 
win the war by joining the Pay-Roll 
Savings Plan. Tell him you want to 
save at least 10 percent of every pay 
check by putting it into War Bonds. 


You can’t make a better investment. 
You'll be buying the weapons that insure 
a future of freedom, peace, and plenty 
«.. and you'll be getting back $4 for 
every $3 you save. 


MAKES SENSE, DOESN’T IT? THEN 
START TODAY! 


AT LEAST 107 
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This advertisement is a contribution to America’s all-out war effort by 
JouRNAL or AMERICAN INSURANCE 






























































RODNEY BARRUS 


Commissioner of Insurance 
STATE OF WYOMING 


OMMISSIONER Barrus was born at Grantsville, Utah and received his early 
education in the elementary and high schools of Wyoming. He later attended 
the University of Utah and Utah Agricultural College. He was Principal of schools 
in western Wyoming for a number of years. In 1943 he was appointed Commis- 
sioner of Insurance, having previously been Assistant Secretary of State. Mr. Barrus 
comes to the Commissionership with a cultural and business background which 


groniens to the people of Wyoming an intelligent and efficient administration of 
that office. 
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NEXT MONTH 


An article on the employment of 
physically handicapped veterans and 
other persons will be an outstanding 
feature of our July issue. Another feature 
will be the second article on the 1943 
New York Standard Fire policy by Mr. 
Williams. Beyond that we make no pre- 
diction, since we believe thatthe Supreme 
Court decision in the S.E.U.A. case will 
be productive of many expressions of 
opinion—the best of which we hope to 
report. 


A. V. GRUHN, Editor and Manager 
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*AMBROSE B. KELLY, Associate Editor 
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Signs of the Times 


R. FRED Moreton, President 
of the National Association 
of Insurance Agents has 

been making some pretty good 
speeches. We especially liked the 
paragraph in his recent address be- 
fore a New York meeting in which 
he said: 

“Enlightened business men no longer 
group themselves together solely for 
strictly defensive purposes at the ex- 
pense of other business or of the pub- 
lic. We are learning to look about us 
and to appreciate that most businesses 
have common interests. We do not 
claim perfection for our business or for 
the other businesses with which we join 
and to which we extend support from 
coast to coast. We know that in busi- 
ness, as in other aspects of our nation- 
al culture and folkways, many. abuses 
remain to be corrected.” 


From there on he took the easy 
way to appeal to a business audience 
and put most of the blame for our 
current troubles on the shoulders of 
the “bureaucrats”, but nearly every- 
body finds that a good horse to ride 
nowadays. 

The paragraph quoted is a refresh- 
ing departure from the tenor of dec- 
larations made not so long ago by 
those in high positions in the insur- 
ance councils. It illustrates the pro- 
found change which gradually is be- 
coming evident throughout the insur- 
ance business. Probably it would be 
unfair to attribute this phenomenon 
entirely to current happenings on the 
legislative front. As to Mr. Moreton, 
he has always been an independent 
thinker and has translated his ideas 
into independent actions. But his 
speech, although a conspicuous item 
in the trend of today is only one of 
a number of signs of progress. 

Now close upon the heels of Mr. 
Moreton comes C. A. Abrahamson, 
past president of the National Asso- 
ciation of Casualty and Surety 
Agents, with a speech delivered be- 
fore the Insurance Section of the Na- 
tional Credit Men’s Association at 
Omaha and reported in full else- 
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where in this issue. Mr. Abraham- 
son is a successful, well-known and 
popular agent with a deep apprecia- 
tion of the public obligations which 
attach to those engaged in the insur- 
ance business, and his public state- 
ments reflect sound thinking. 

In addressing himself to the Insur- 
ance group of the Credit Men’s or- 
ganization Mr. Abrahamson took oc- 
casion to comment upon local agents’ 
organizations and their tendency to 
develop political lobbies which pro- 
mote “so-called agents’ qualification 
laws which have some merit in some 
instances but in general tended to 
freeze the business and make it al- 
most impossible for certain types of 
carriers to operate, to say nothing of 
admitting new blood to the business” 
and which also promote “restrictive 
countersignature laws which threw 
up a barrier around the given state 
and required the payment of a por- 
tion of the commission to a resident 
agent merely through accident of res- 
idence and for no service rendered.” 
Mr. Abrahamson followed this with 
the observation that such vicious 
practice has not helped rate reduc- 
tions and has in sdme instances de- 
stroyed a competitive market. 

So here again is a leader who is 
also an independent thinker with the 
ability to translate his ideas into in- 
dependent action. His speech at 
Omaha constitutes another conspicu- 
ous item among present signs of 
progress. 

All of which is decidedly interest- 
ing in the light of the pompously re- 
actionary utterances, unaccompanied 
by action, to which the public has 
been treated by some leaders in the 
not too distant past. 

What a walloping sigh must have 
escaped the lips of the stock folks 
when they took a look at what the 
public wanted in the residential fire 
policy and decided to yield a few im- 
provements. The mutuals have been 
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in the forefront of a movement to 
revamp the whole fire policy for many 
years and up to now the movement 
has encountered some stock oppo- 
sition at every turn. It is amusing, 
therefore, to have the entire stock 
forces appoint themselves as evan- 
gels to acquaint the long-suffering 
policyholders with the revelation that 
by their efforts something new has 
been added. In that respect the new 
element is not apple honey but just 
plain applesauce. For the mutuals 
have long been ready to sponsor even 
more widely liberal coverages and 
have repeatedly urged a complete 
modernization program. 

One hears, too, that there is to be 
a concerted effort to gather up the 
loose ends of insurance regulation in 
states where there has been little or 
no regulation at all. New Jersey has 
made a start at this, declaring frankly 
it would be well to demonstrate to 
the federal government that although 
former evils existed, they are on the 
way to correction. 

Commissioner Sullivan of the 
State of Washington came out for 
application of this idea on a nation- 
al scale, to the extent at least of pro- 
posing that the National Association 
of Insurance Commissioners con- 
sider the feasibility of preparing a 
model regulatory bill which could be 
recommended for passage in states 
needing such treatment. 

President Harrington ot the Com- 
missioners’ organization advocates 
proper regulation along with his plea 
for wider coverages and more nearly 
comprehensive policies. 

Various University professors, 
notably Ralph H. Blanchard of Co- 
lumbia, are bearing down harder on 
the need for giving the public more 
service by simpler methods. 


The history of progress in the 
world of insurance has _ followed 
much the same pattern throughout 
the years. Long periods of agitation 
have had to precede any major im- 
provements. Those who are en- 
trenched in the money making end 
of the business were reluctant to 
change anything which had become 
a routine yielder of large premium 
volume. Too little vision was mani- 
fest in viewing what the future would 
think of selfish procedures. The 
rumble of earthquakes and trial by 
conflagration was needed to set in 
motion better reserve policies and 
more careful methods of investment ; 
to say nothing of more courtesy to 
the insured when the time came to 
hand something to him instead of 
pocketing his premium. 
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Well, now there is the rumble of 
war, heard even this far away from 
distant shores. And as expressed by 
United States Senators and members 
of the House, there is the rumble of 
public opinion awakened to the pos- 
sibility that high handed discrimina- 
tions have been going on. Younger 
insurance officials, and older ones 
who have not allowed themselves to 
become mired in the past, sense that 
the next few months will constitute 
one of those historic moments when 
waves of change will advance over 
the insurance scene. It is heartening 
to see that so many men in places of 
power in various branches of the in- 
dustry are making plans to take ad- 
vantage of the coming tide. For 
others it may be too late to repair 
leaking boats and bolster crumbling 
foundations. But the chances are 
that the heretofore too-humble policy- 
holder will emerge with a more se- 
cure grasp on his rights and privi- 
leges. 


HE meeting of the Insurance 

Industry Group of the Nation- 

al Association of Credit Men 
held in connection with the 49th an- 
nual meeting of that organization at 
Omaha, May 16-18 was notable both 
for the small attendance due to war- 
time restriction and the constructive 
action taken by the group. 


After having existed for some six 
or seven years in a state of suspended 
animation, the group finally got down 
to a consideration of what might be 
done to serve the more than 600 in- 
surance company representatives who 
hold membership in the Credit Men’s 
organization. As a result there was 
created a committee on “Scope and 
Program” consisting of J. Dillard 
Hall, assistant agency director, 
United States Fidelity and Guaranty 
Company, chairman; J. M. Eaton, 
assistant general manager, American 
Mutual Alliance; A. L. Carr, vice- 
president, National Surety Corpora- 
tion; Harold Parker, assistant cash- 
ier, Chase National Bank, New York; 
A. A. Schuetze, district manager, 
Employers Mutual Liability [nsur- 
ance Company of Wisconsin; Arthur 
bk. Dunbar, general agent, Omaha, 
and Mrs. J. H. Hayes, superintend- 
ent, credit department, Hartford Fire 


‘Insurance Company, Chicago, secre- 


tary, which was instructed to develop 
some plan looking to the enlargement 
of the insurance group and the adop- 
tion of a program which would not 
only serve the insurance fraternity 
but also the credit associations of 
which the insurance division is a part. 


The formal session of the group 
heard a report by E. B. Moran, Chi- 
cago, acting as secretary and elected 
the following officers: chairman, H. 
J. Lowry, vice-president, Michigan 
Mutual Liability Company, Detroit; 
vice-chairman, A. L. Carr, National 
Surety Corporation, J. M. Eaton, 
American Mutual Alliance; J. Dil- 
lard Hall, United States Fidelity and 
Guaranty Company; A. L. Papen- 
fuss, Employers Mutuals of Wausau, 
Wisconsin; and secretary, E. B. 
Moran, National Association of 


Credit Men, Chicago. 





PERSONAL LIABILITY 
POLICY REVISION 


NOTHER step forward in the 
field of liability insurance is 
marked by the announcement 

of AMERICAN Mutuat ALLIANCE 
and the NATIONAL BuREAU OF Cas- 
UALTY AND SURETY UNDERWRITERS 
of a broad revision of the standard 
provisions for the comprehensive 
personal liability policy, effective 
June 1, 1944, and the adoption of 
standard endorsements to be used in 
that connection. 


A number of corresponding 
changes in manual rules and classi- 
fications as well as a complete revi- 
sion of the rates for the elements of 
coverage provided under the policy, 
have also been adopted. The rating 
procedure for employers’ liability in- 
surance including immediate medical 
or medical payments, covered under 
a schedule personal liability policy, 
has been revised to reflect some of 
the changes adopted for employers’ 
liability insurance including medical 
payments in connection with the com- 
prehensive personal liability policy. 


These revisions are the result of 
months of study of comprehensive 
personal liability insurance by vari- 
ous committees of the National Bur- 
eau and the Mutual Casualty Insur- 
ance Rating Bureau, and offer a per- 
sonal liability insurance contract 
broad in scope and simple and com- 
pact in form. 

The revised comprehensive person- 
al liability policy, endorsements and 
related manual changes apply coun- 
trywide. 


Wartime conditions have made it 
impossible to print and have avail- 
able revised manual pages covering 
these changes without delaying un- 
duly the effective date of the pro- 
gram. The pages will be distributed 
to all manual holders as promptly as 
possible. 
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Insurance Declared Commerce 


United States Supreme Court Reverses Paul vs Virginia 


T long last the Supreme Court 
of the United States has 
handed down its decision in 

the all important insurance case en- 
titled the United States of America 
v. South-Eastern Underwriters As- 
sociation, which was on appeal from 
the District Court of the United 
States for the Northern District of 
Georgia. By the narrowest of mar- 
gins, a 4 to 3 split, the majority opin- 
ion, written by Justice Black, holds 
the business of insurance to be com- 
merce. This is in sharp contrast 
with the decisions long relied upon, 
holding to the contrary through the 
reasoning that no such case “involved 
an act of Congress which required the 
Court to decide the issue of whether 
the commerce clause grants to Con- 
gress the power to regulate insurance 
transactions stretching across state- 
lines.” The Court now takes the po- 
sition that in the instant case that is- 
sue is squarely presented for the first 
time in the history of the Court. 


In referring to the indictment the 
decision points out that the member 
companies of the S.E.U.A. controlled 
90 per cent of the fire insurance and 
allied lines sold by stock fire insur- 
ance companies in the six ‘states 
where the conspiragies were consum- 
mated; that both conspiracies con- 
sisted of a continuing agreement and 
concerted action effectuated through 
the S.E.U.A.; that the conspirators 
not only fixed premium rates and 
agents’ commissions, but employed 
boycotts, together with other types 
of coercion and intimidation to force 
nonmember insurance companies into 
the conspiracies, and to compel per- 
sons needing insurance to buy only 
from S.E.U.A. members on S.E.U.A. 
terms; that companies not members 
were cut off from the opportunity to 
reinsure their risks; that their serv- 
ices and facilities were disparaged ; 
that independent sales agencies who 
defiantly represented non-S.E.U.A. 
companies were punished by with- 
drawal of the right to represent the 
members of S.IE.U.A.; that persons 
needing insurance who purchased 
from non-S.E.U.A. companies were 
threatened with boycotts and with- 
drawal of all patronage ; and that the 
two conspiracies were effectively po- 
liced by inspection and rating bureaus 
in five of the six states, and by local 
boards of insurance agents in certain 
cities of all six states. The opinion 
holds these to be the kinds of inter- 


ference with the free play of compet- 
itive forces which the Sherman Act 
has outlawed for American trade or 
commerce among the states. 


In holding that the record presents 
two questions and none others, i.e., 
(1) was the Sherman Act intended 
to prohibit fire insurance companies 
from conduct which restrains or 
monopolizes the interstate fire insur- 
ance trade?, and (2) if so, do fire in- 
surance transactions which stretch 
across state lines constitute ‘‘com- 
merce among the several states” thus 
making them subject to regulation by 
Congress under the commerce clause ? 


In concluding that the Sherman 
Act was intended to apply to the fire 
insurance business, the Court stated, 
in part, as follows: 


“For seventy-five years this court has 
held, whenever the question has . been 
presented, that the commerce clause of 
the Constitution does not deprive the in- 
dividual states of power to regulate and 
tax specific activities of foreign insur- 
ance companies which sell policies with- 
in their territories. Each state has been 
held to have this power even though ne- 
gotiation and execution of the compan- 
ies’ policy contracts involved communi- 
cations of information and movements of 
persons, moneys, and papers across state 
lines. Not one of all these cases, how- 
ever, has involved an Act of Congress 
which required the court to decide the 
issue of whether the commerce clause 
grants to Congress the power to regulate 
insurance transactions stretching across 
state lines. 

“Today for the first time in the history 
of the court that issue is squarely pre- 
sented and must be decided.” 

After devoting some space to a re- 
cital of the charges contained in the 
indictment, Justice Black continued : 

“The member companies of SEUA 
controlled 90 per cent of the fire insur- 
ance and ‘allied lines’ sold by stock fire 
insurance companies in the six States 
where the conspiracies were consum- 
mated. Both conspiracies consisted of 
a continuing agreement and concert of 
action effectuated through SEUA. The 
conspirators not only fixed premium 
rates and agents’ commissions, but em- 
ployed boycotts together with other types 
of coercion and intimidation to force 
nonmember insurance companies into 
the conspiracies, and to compel persons 
who needed insurance to buy only from 
SEUA members on SEUA terms. 

“Companies not members of SEUA 
were cut off from the opportunity to re- 
insure their risks, and their services and 
facilities were ‘disparaged; independent 
sales agencies who defiantly represented 
non-SEUA companies were punished by 
a withdrawal of the right to represent 
the members of SEUA; and _ persons 
needing insurance who purchased from 
non-SEUA companies were threatened 
with boycotts and withdrawal of all pa- 
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tronage. The two conspiracies were 
effectively policed by inspection and rat- 
ing bureaus in five of the six States, 
together: with local boards of insurance 
agents in certain cities of all six States. 

“The kind of interference with the 
free play of competitive forces with 
which the appellees are charged is ex- 
actly the type of conduct which the, 
Sherman Act has outlawed for American 
‘trade or commerce’ among the States. 
Appellees have not argued otherwise. 
Their defense, set forth in a demurrer, 
has been that they are not required to 
conform to the standards of business 
conduct established by the Sherman Act 
because ‘the business of fire insurance is 
not commerce.’ Sustaining the demurrer, 
the District Court held that ‘the business 
of insurance is not commerce, either 
intrastate or interstate’; it ‘is not inter- 
state commerce or _ interstate trade, 
though it might be considered a trade 
subject to local laws, either State or 
Federal, where the commerce clause is 
not the authority relied upon.” 

Justice Black continued : 

“The record, then, presents two ques- 
tions and no others: (1) Was the Sher- 
man Act intended to prohibit conduct of 
fire insurance companies which restrains 
or monopolizes the interstate fire insur- 
ance trade? (2) If so, do fire insurance 
transactions which stretch across State 
lines constitute ‘commerce among the 
several States’ so as to make them sub- 
ject to regulation by Congress under the 
commerce clause? Since it is our in- 
clusion that the Sherman Act was in- 
tended to apply to the fire insurance 
business we shall, for convenience of 
discussion, first consider the latter ques- 
tion. 

I. Ordinarily courts do not construe 
words used in the Constitution so as to 
give them a meaning more narrow than 
one which they had in the common par- 
lance of the times in which the Consti- 
tution was written. To hold that the 
word ‘commerce’ as used in the com- 
merce clause does not include a business 
such as insurance would do just that. 
Whatever other meanings ‘commerce’ 
may have included in 1787, the diction- 
aries, encyclopedias, and other books of 
the period show that it included trade: 
Businesses in which persons bought and 
sold, bargained and contracted. And 
this meaning has persisted to modern 
times. Surely, therefore, a heavy burden 
is on him who asserts that the plenary 
power which the commerce clause grants 
to Congress to regulate ‘commerce 
among the several States’ does not in- 
clude the power to regulate trading in 
insurance to the same extent that it in- 
cludes power to regulate other trades 
or businesses conducted across State 
lines.” 

After commenting upon the con- 
centration of the fire insurance busi- 
ness and the types of properties cov- 
ered Justice Black reviewed the long 
relied upon decisions, beginning with 
that of Paul vs. Virginia and said: 

“In 1869 this court held, in sustaining 
a statute of Virginia which regulated 

(Continued on page 20) 
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Airports for Skyliners and Hedgehoppers 


VERY seasoned air traveler has 
at some time or other experi- 
enced the queer thrill of being 

“stuck” up in the air. When ceilings 
are low and scheduled airliners are 
fiving blind between airports, it may 
take from ten to twenty minutes to 
bring in each plane which is sched- 
uled to land at a particular airport. 
The planes stack up above each other 
at thousand foot intervals as they 
arrive in the vicinity of the airport 
and fly back and forth along certain 
carefully defined limits as they await 
their turn to descend. At times it 
may be an hour or more that a plane 
is required to fly back and forth with- 
out the passengers being able to see 
a thing except solid fog. Only dur- 
ing such an experience is the average 
air traveler likely to realize the im- 
portance of an airport to the human 


t 

In the early days of flying almost 
y cow pasture would serve as a 
flying field if the surface was fairly 
smooth and there were not too many 





projecting rocks. Planes were light 
and they did not sink into the ordi- 
nary turf of a grassy pasture. As 


airplanes increased in size and weight, 
it became necessary to level off the 
airfields and surface them with more 
and more sturdy materials. It is 
natural that public attention and off- 
cial emphasis should be placed on air- 
ports for the commercial airlines. 
The operations of the scheduled air- 
lines are more spectacular than those 
of the small planes, and the technical 
problems in connection with the con- 
struction of a large airport are so in- 
volved as to require a great deal of 
work and attention. Therefore in 
thinking of airports, city officials have 
followed a natural tendency, with the 
result that public money has been 
placed almost entirely in the develop- 
ment of large and elaborate landing 
fields of the type that can be used by 
transport planes. 

Airports for scheduled airlines 
and other large transport planes are 
a necessary part of the aviation pic- 
ture. Scheduled airlines will become 
as much a part of future living as the 
railroad and bus lines have been in 
the past few years. Any considera- 
tion of aviation, however, must not 
lose sight of the fact that scheduled 
air transport will not be as important 
in the over-all aviation picture as 
private flying. The situation may be 
compared to that in ground transpor- 
tation where the railroad and bus 
lines are important, but where the 
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Elaborate service facilities and heavy concrete runways are necessary at airports handling 
modern transport planes 


bulk of personal travel is still carried 
on by private automobiles. This same 
thing is true insofar as insurance of 
aviation risks is concerned. During 
the years 1939 through 1943 there 
was a total of over $41,000,000 in 
aviation premiums written. This in- 
cluded insurance on hulls and all of 
the various liability and casualty cov- 
erages. Of this total of slightly over 
$41,000,000 in premiums, only about 
$12,000,000 was received from the 
scheduled airlines. The importance 
of private aviation will become even 
more pronounced in the develoment 
to follow the present war. There 


‘were 359 transports in service for 


the scheduled airlines at the peak of 
their operations in 1941. It has been 
estimated by various authorities that 
some 1,000 to 1,500 transport planes 
will be able to take care of the needs 
of the scheduled airlines for many 
years to come. Thus an increase of 
four times will measure the scheduled 
airline development of the next five 
or ten years. Compared to this, 
competent authorities indicate that 
the next ten years will see an increase 
in the number of private planes from 
the 25,000 of 1941 to figures ranging 
anywhere from 300,000 to 500,000. 
Any consideration of airport develop- 
ment, therefore, must give very heavy 
consideration to the development of 
airports of a type that are suitable for 
use by the private planes. 

The airport needs of the scheduled 
airline and other planes of the trans- 
port type, are so different from those 
of the small personal airplane that 


consideration of airport developments 
must be divided into two parts. As 
a matter of convenience rather than 
because of relative importance, we 
will first consider the type of airport 
which must be developed for proper 
servicing of scheduled airlines and 
transport planes. This is the sort of 
landing field usually developed by 
government or municipal funds and 
thought of by the public as “the air- 
port”. It is a large and expensive 
proposition with many complicated 
services. It is comparable to a large 
railroad terminal in the variety and 
complexity of its equipment and op- 
erations. Small private planes are as 
out of place there as an automobile 
would be in a railroad yard. 


The basic need for a transport 
plane landing field is that of long and 
substantial runways. The field must 
be completely level, and runways 
more than a mile in length are con- 
structed for the bigger transports 
now in common use. It is not gen- 
erally realized that these runways 
niust be built in a much more sub- 
stantial manner than is customary for 
highways. The wheel loadings of the 
largest steam locomotives in general 
use in the United States are some- 
thing less than 40,000 pounds. Both 
the B-24 Consolidated Liberator and 
the B-17 Boeing Flying Fortress 
weigh in the vicinity of 65,000 pounds 
each. These planes land on two 
wheels, which gives a wheel loading 























of over 30,000 pounds. Some of the 
bigger transport planes, which will 
be in use within the next féw years, 
will probably have wheel loadings as 
high as 75,000 pounds. When it is 
considered that these planes land with 
considerable impact, it can be seen 
that the runways must be constructed 
to take greater loads than those car- 
ried by the steel rails of a heavy duty 
railroad. Reinforced concrete has 
been found to be a good material for 
these runways. 

A bituminous concrete has also been 
used with good results, particularly 
for the airfields which are intended 
for the lighter transport planes and 
where the traffic load is not as heavy 
as at some of the big city airports. 
A good solid grass turf or a clay- 
gravel surface is also satisfactory for 
light traffic loads where weather con- 
ditions are such that the surface re- 
mains solid at all times. Heavy rains 
on a grass turf or dirt field may re- 
sult in the development of ruts and 
might require considerable mainte- 
nance work if transport planes land 
frequently. 


Airports serving transport lines 
need a variety of services ranging 
from intricate radio equipment to the 
comforts for handling passengers. 
Modern transport planes are in com- 
munication with some supervisory 
station every few minutes during 
their flight from city to city. With- 
in the control areas for a given air- 
port all planes are under the super- 
vision of the airport control tower, 
regardless of the owner or operator 
of the plane. The control tower rad- 
ios each incoming plane its instruc- 
tions as to when and where to land. 
In between control areas a plane is 
normally under the supervision of its 
own company radio operator. 


In addition to the radio communi- 
cations which are necessary for the 
control of aircraft, there are various 
radio and weather facilities which 
must be maintained for safe handling 
of aircraft under all weather condi- 
tions. The radio range is a device 
whereby a pilot knows at any time 
whether he is on the proper course 
to the next airport. This radio range 
is so fixed that weather information 
is also given to all pilots who may be 
traversing it. Large airports may 
have special weather facilities as a 
part of the airport service or the air- 
lines may have their own meteorolo- 
gists located to give advice to their 
pilots. 

Building facilities similar to those 
of any railroad terminal must be pro- 
vided for the handling of passengers 
and cargo. Inasmuch as airports 
must normally be located at some dis- 
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tance from the center of a city, pro- 
visions must be made for transport- 
ing both passengers and cargo from 
the airport to the ultimate destination. 
So far most cities have not taken 
sufficient notice of the need for rapid 
transportation between the airports 
and the business center. The air- 
lines have done the best that they 
could with limousine type automo- 
biles, but even these vehicles are 
forced to constime as much time in 
traveling ten miles to business centers 
as it takes to travel 100 miles or more 
by airplane. Certainly a necessary 
part of airport development for any 
city is the provision for high speed 
transportation between the city and 
the airport. 

An important part of any well 
planned airport is adequate provision 
for handling of accidents and fires at 
the field. Experience so far has in- 
dicated that when there is an airplane 
crash of sufficient severity to rupture 
the gasoline tanks, that it is almost 
a matter of seconds until the entire 
plane is involved by fire and practi- 
cally destroyed. Airplane crash fire 
fighting, therefore, has necessarily 
been designed as a rescue operation. 
Large quantities of carbon-dioxide, 
water fog, or other suitable extin- 
quishing medium must be discharged 
in such a way that rescue crews can 
enter the plane and bring out pas- 
sengers and crew. This requires 
powerful and expensive fire fighting 
equipment which must be manned 24 
hours a day by a highly trained crew. 

The initial cost and operating ex- 
pense of a large airport involves many 
problems not present in connection 
with such transportation terminals as 
railroad stations. An airport requires 
comparatively an enormous amount 
of ground and must be so located 
that there are no high structures 
within the immediate vicinity of the 
landing field. Up to the present time 
all of the large airports have been 
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constructed with the assistance of 
municipal or government funds. It 
has been felt that the development of 
aviation is sufficiently in the public 
interest to justify material public as- 
sistance. 


A large railroad terminal can be so 
constructed that its utility increases 
almost in relation to its size. The 
number of trains that can be handled 
simultaneously increases with the 
number of terminal tracks. This is 
not true with an airport. It is not yet 
considered safe to allow more than 
one airplane to land or take off at one 
time. Some new fields are being con- 
structed with dual runways with the 
idea that one plane can be taking off 
while another is landing on a parallel 
runway. This would permit dou- 
bling the capacity of a field, but it is 
not practical to go beyond that point 
at the present time nor in the imme- 
diate future. 


Several of the larger airports in 
the United States have already 
reached the saturation point during 
peak traffic hours. The Washington 
National Airport, LaGuardia Field at 
New York, and the Chicago Munici- 
pal Airport at times have several 
planes waiting in the air for their turn 
to land. It is becoming obvious that 
the larger cities will need more than 
one and probably several airports for 
transport planes. The field at New- 
ark, New Jersey, offers some possi- 
bilities for relief of the New York 
City situation, although it is likely 
that the industrial section of New 
Jersey surrounding Newark will 
eventually originate enough traffic to 
keep that airport busy. Future de- 
velopment will require that two and 
probably four additional airports be 
constructed in the New York Metro- 
politan Area. Similar congestion al- 

(Continued on page 15) 





A level grass runway serves adequate at the two thousand or more airports 
catering to private fliers 
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The 1943 New York Standard Fire Policy 


A Comparison of the New Policy with those of 1886 and 1918 


By PAUL H. WILLIAMS* 
HE 1943 New York standard 


fire policy has been introduced 

in 24 states, Alaska and Hawaii 
and used as the basis for the new 
Texas policy, less than a year after 
it went into force in New York. 
While it naturally is a topic of ab- 
sorbing interest among fire insurance 
men everywhere, it does not seem to 
have caused any great difficulties or 
underwriting problems, but it has re- 
quired that forms used with the pol- 
icy be completely revised. Opposi- 
tion to the new policy has been prac- 
tically nil and it is expected that 
many states in which the standard 
policy is incorporated in the insur- 
ance laws will adopt the 1943 policy 
when the legislatures meet next year. 


While the fundamental principles 
of the new policy are now well known 
and have been the subject of previ- 
ous articles in the JOURNAL OF 
AMERICAN INSURANCE, the change is 
important enough to warrant a more 
detailed article than is usually the 
case, with the emphasis on a com- 
parison of the new policy with the 
two older New York forms, the one 
originally adopted in 1886 and the 
so-called “new” policy, which was 
put in force in 1918. Each state 
which has adopted the 1943 policy 
has displaced one or the other of 
these earlier policies. So far, the 
1943 policy has not been adopted in 
any of the states which use the so- 
called “Massachusetts form”, or in 
Iowa or California, which have dis- 
tinctive statutory policies. It prob- 
ably will be proposed in some of these 
states, but legislative action will be 
necessary in each case. 


Arrangement Changed 


The 1943 New York policy is 
much shorter than either of its pred- 
ecessors. It has 165 lines of con- 
ditions on the inside page, divided 
into two columns. The 1918 policy 
has 200 lines in two columns, while 
the 1886 form, the longest of all, has 
112 lines, running straight across the 
page in a single column — equal to 
about 224 double column lines. Its 
conditions are broken by headings, 
as is the case with the 1918 policy, 
while the 1886 form had no such re- 
lief for the reader’s eyes. The re- 


*The first of two articles on the latest New 
York Standard Policy. 


duction is accomplished mainly by 
dropping conditions which were 
nearly always waived in the forms 
attached to the policy, so the net re- 
sult is a saving, not only in the pol- 
icy, but also in the forms. 


The reduction in the length of the 
conditions makes it possible to get 
all the conditions on one inside page, 
so forms and endorsements are 
pasted on the blank third page. Under 
the two older policies, these docu- 
ments were attached to the first page, 
usually about three-quarters of the 
way to the bottom, under the words 
“while located and contained as de- 
scribed herein and not elsewhere, to 
wit:” The result was far from at- 
tractive and the policy and its addi- 
tions were hard to fold and file. The 
arrangement of the 1943 policy, plus 
the shorter forms, will produce a 
document more convenient to handle 
and much easier for an insured to 
understand. 


First Page 


Although the 1943 policy has more 
material on its first page than either 
of its predecessors, moving the space 
for the form to the inside makes for 
more room and a more balanced ap- 
pearance. The New York law set- 
ting up the policy permitted other 
coverages to be incorporated with it, 
and most states in which it has been 
adopted have adopted optional cov- 
erage policies, with optional provi- 
sions for fire and windstorm insur- 
ance. As adopted, in many states, 
the first page also contains a space 
for showing the premium for ex- 
tended coverage, but this, strictly 
speaking, is not a part of the standard 
fire policy. 

The 1943 policy recognizes the 
long-established fact that fire poli- 
cies are varied by forms and endorse- 
ments by beginning “In considera- 
tion of the provisions and _stipula- 
tions herein or added hereto”, while 
the two older policies omitted the last 
phrase. At many other points of the 
1943 policy, this consideration is 
brought out in the conditions. 


The recitation of the premium con- 
sideration and the term of insurance 
is the same as in the older forms, but 
the 1943 policy commences and ex- 
pires “at noon, standard time, at lo- 
cation of property involved”. The 
1886 policy nowhere defines “noon” 


and in the early days there were sev- 
eral court decisions on what that 
meant. The 1918 policy also refers 
simply to “noon” in the insuring 
clause, but lines 106 and 107 define 
it as “standard time at the place of 
loss or damage’. It was customary 
to add a “noon clause” to forms used 
with the 1886 policy, defining noon 
as standard time, and this will no 
longer be necessary. The compan- 
ies have generally agreed that “stand- 
ard time’ means war time for the 
duration, but the situation of cities, 
such as those in Ohio and Michigan, 
which have gone off war time is not 
clear. 


The balance of the insuring clause 
follows the 1918 policy in including 
several features which are contained 
in the conditions of the 1886 policy. 
It covers legal representatives of the 
insured and restricts recovery to the 
actual cash value of the property at 
the time of loss, not exceeding the 
amount it would cost to repair or re- 
place the property with material of 
like kind and quality within a reason- 
able time after the loss, without al- 
lowance for any increased cost of re- 
pair or reconstruction because of any 
ordinance or law regulating this and 
without compensation for loss from 
interruption of business or manufac- 
ture. These provisions are found 
mainly in lines 1 and 2 and 42 and 43 
of the 1886 form, but this policy 
makes no mention of replacement 
within a reasonable time after the 
loss. 


Unlike the two older forms, the 
1943 policy makes no specific men- 
tion of depreciation. It is generally 
believed that decisions on “actual 
cash value” take care of this, but this 
omission has caused _ considerable 
comment. 


An “Interest Policy” 


Following in the insuring clause of 
the 1943 policy is a most important 
restriction “nor in any event for 
more than the interest of the in- 
sured”. The 1943 policy omits the 
provisions of the two older forms 
which void insurance if the interest 
of the insured is not unconditional 
and sole ownership or if various 
other impediments on the insured’s 
title exist. It thus becomes a so- 


called “interest policy”, like the Mas- 
sachusetts form, permitting an in- 
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sured with a partial interest to be in- 
sured without any special endorse- 
ment, but only to the extent of his 
interest. For example, if property 
is owned by two joint tenants, such 
as husband and wife, and insurance is 
written in the name of only one of 
them, the company can no longer 
deny liability (as it could if the older 
forms were not endorsed to show 
this) but, if it wishes to enforce the 
policy provisions, it can pay only half 
the loss, as the policy covers only the 
insured’s interest. 

Since cases involving mortgages 
invariably produce complicated ques- 
tions and seem to get into courts 
rather regularly, there will probably 
be some interesting decisions in the 
not too distant future on just how 
this limitation affects mortgagees, 
with and without mortgage clauses. 
The matter has been debated to some 
extent, but so far there do not seem 
to be any binding conclusions. 


Lightning Covered 


The next part of the insuring 
clause covers “against all direct loss 
by fire, lightning and by removal 
from premises endangered by the 
perils insured against in this policy”. 
This is the first standard fire policy 
to cover lightning damage in its 
printed conditions and therefore a 
lightning clause in the form is no 
longer necessary. 

The 1918 policy covers “loss and 
damage by fire and by removal from 
premises endangered by fire’, while 
the 1886 policy covers simply “direct 
loss and damage by fire’, although 
the courts held that it covers damage 
by removal. The 1943 policy, by re- 
ferring to “perils insured against” 
again recognizes that it may be ex- 
tended to cover perils other than fire. 

The 1943 policy, like the 1918 
form, states in the insuring clause 
that it covers “pro rata for five days 
at each proper place to which any of 
the property shall necessarily be re- 
moved for preservation from the per- 
ils insured against in this policy”. 
The 1918 form, however, refers only 
tc “fire’. The 1886 form, using 
many more words, provides approxi- 
mately the same coverage in lines 60 
to 66. 

An important innovation in the 
1943 policy follows this section. It 
states “Assignment of this policy 
shall not be valid without the written 
consent of this company”, without 
specifying assignment before or after 
The older policies became 
void if assigned before a loss, con- 
tained in line 22 of the 1886 form 
and line 31 of the 1918 policy. Un- 
der the 1943 policy, insurance is not 


a loss. 
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For more than fifty years the State of New York has led in the adoption of 
new insurance laws and forms 


voided if the policy is assigned be- 
fore a loss, but the party to which it 
is assigned has no rights unless the 
company consents to it. 


Voiding Conditions Dropped 


Among the most important changes 
in the conditions are the disappear- 
ance of five conditions under which 
the policy became void. They are 
found in lines: 16 to 22 of the 1886 
policy and lines 22 to 31 of the 1918 
form. They are: 1, if the interest 
of the insured be other than uncon- 
ditional and sole ownership, 2, if 
the subject be a building on ground 
not owned by the insured in_ fee 
simple, 3, if, with the knowledge of 
the insured, foreclosure proceedings 
be commenced or notice given of 
sale of any insured property by rea- 
son of any mortgage or trust deed, 
4, if any change, except by death 
of an insured, take place in the 
interest, title or possession of the 
subject of insurance, other than 
change of occupants without increase 
of hazard, 5, if the policy is assigned 
before a loss. 

In the 1943 policy, assignment is 
covered on the first page, as noted 
previously, and the other conditions 
are substituted by the simple restric- 
tion of recovery to the interest of the 
insured. 


These five conditions are often 
called the ‘moral hazard”’ conditions. 
They have been the subject of de- 
bate for many years and have prob- 
ably been criticized more freely and 
heatedly than any other section of the 
older policies. The fact that they do 
not appear in the Massachusetts form 
was often used as an argument for 
their abolition. The usual argument 
for retaining them was that of moral 
hazard—that a person under any of 
the circumstances set forth would be 
less likely to take care of his property 
than another. They were frequently 
waived in the forms and time and 
again were ignored. in settling a loss. 
It was often claimed that companies 
enforced them only when the circum- 
stances of the loss were suspicious, 
but the company could not prove ar- 
son or other crime. Nevertheless, 
they were enforceable, as the courts 
frequently held. 

During the discussions conducted 
by the National Association of In- 
surance Commissioners which pre- 
ceded the adoption of the 1943 pol- 
icy, it was evident that the majority 
opinion within the insurance busi- 
ness and the practically unanimous 
opinion outside was against these 
conditions and so their death was a 
foregone conclusion long before the 
final draft of the policy passed the 
New York legislature. It is com- 


(Continued on page 23) 
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Dineen Testifies Before Congress Committee 
| New York Superintendent of Insurance tran meee + Seneey Sah Commitioes on os 1362 


NE of the most interesting 
congressional committee 
meetings of recent years was 


that of the Subcommittees on the Ju- 
diciary held on May 27, at which 
time Honorable Robert E. Dineen, 
Superintendent of Insurance of New 
York, was examined with respect to 
his views on S. 1362. While Sen- 
ator McCarran is chairman of the 
Senate Subcommittee, the examina- 
tion of Superintendent Dineen was 
largely in the hands of Senator 
O’Mahoney, a member of the com- 
mittee. 

Following a somewhat lengthy dis- 
cussion of the technicalities under 
which business is written by the In- 
terstate Underwriters Board, with an 
explanation of the use of master and 
underlying policies and Mr. Dineen’s 
statement that he regarded the (pres- 
ent) rating system ‘“‘as most unsatis- 
factory”, the day-long hearing devel- 
oped along the lines indicated by. the 
following excerpts from the official 
record : 

ee @ @ 


Senator Ferguson: You think a 
national law would help you any 
more than a state law? 

Mr. Dineen: No, we don’t need a 
national law. In my opinion, what 
we need is simply an improvement in 
the rating structure. The difficulty 
is this: We will say, for instance, 
that New York state under our rat- 
ing law lays down a rate to apply to 
contents in our state, so that the in- 
surance company knows that if it 
doesn’t comply with our rating law 
it is subject to the penalty provisions 
of our statute. So they issue an un- 
derlying policy to comply with our 
law as to what the form of policy 
will be. They thereafter comply 
with the rating law—that is, with the 
rates required by our rate structure. 
In other words, it starts off on a 
sound basis. 


Now, the difficulty is that this pol- 
icy then goes on, and they will tie 
into it a policy in some other state 
which may have a different rate, and 
as a matter of fact the rates, as you 
know, vary from state to state. 

Then they have a discount system. 
Our state has approved the discount. 
That is what we call the New York 
discount. Texas does not have a 
discount, and thereafter when they 
get through with the other states, the 


companies themselves will put a dis- 
count on it, because these policies 
may be placed in non-regulated states. 
So the practical effect of it is that you 
strike an average, but the amount of 
the average will not adhere to the 
New York rate structure, and that is 
inevitable in the system, and I there- 
fore think that the system should be 
remedied. 

Senator O’Mahoney: When you 
speak of a discount, what is your 
understanding of just what it is? 

Mr. Dineen: Unless you under- 
stand it, the word “discount” at first 


ROBERT E., DINEEN 


blush in the insurance business sav- 
ors of nothing else but discrimination. 

The discount system is coming in- 
to the insurance business, and you 
might just as well know it as not. 
Here is the reason for it. Some 
years ago we enacted the Workmen’s 
Compensation Law in the state of 
New York, in 1914, and at that time 
the position of the stock companies 
in the casualty field was assured, so 
to speak. 

As I remember it, and this is hear- 
say with me, the commission struc- 
ture was 1714 per cent, so if a man 
wrote a workmen’s compensation pol- 
icy with a $100,000 premium, it 
meant that he received a commission 
of $17,500. 

One of my predecessors suggested 
that such a commission was uncon- 
scionable in a social form of insur- 
ance. That suggestion met with 


rather a chilly response, so nothing 
was done. Thereafter, the mutual 
companies entered the compensation 
field, and they didn’t have to pay, 
because of their method of doing 
business, these large commissions. So, 
as a result, they began to undersell 
the stock companies and began to 
corral the business. 


Then the State of New York also 
created a New York State insurance 
fund. That was required because 
under the law no insurance company 
could be compelled to insure some- 
thing they didn’t want, and since 
compensation was made mandatory, 
it was of the essence that a carrier 
was provided for those that the com- 
pany would not accept. 

The State Insurance Fund started 
off on that basis, and gradually ex- 
panded, and is today an intensely 
competitive factor in the compensa- 
tion field in New York. The result 
was that the stock companies, watch- 
ing the growth of the state fund and 
of the mutuals, found themselves in 
the position where their commission 
structure was preventing them from 
securing the large risks. So they 
then went to our legislature. Our 
statute provided that we had to take 
into consideration risks of the same 
hazards, and they added an amend- 
ment to the law providing the same 
expense elements. By reason of that 
statutory addition to our law, we 
were allowed and in fact sometimes 
compelled to take into consideration 
Variations in the expense element. 
That is done by what is known as 
premium discount, and the theory is 
the larger the risk the more econom- 
ically it can be handled, and _ that 
therefore they should have a dis- 
count. 

That principle, which is firmly em- 
bedded in the workmen’s compensa- 
tion business, is now in the boiler 
and machinery field, and it must be 
there because the statute says it shall. 
That is coming into other forms, and 
it is in the interstate underwriting 
field, the theory being that the larger 
the risk the more efficiently it can be 
handled and, therefore, it costs less 
and that should be reflected in the 
price of the product. 

Senator O’Mahoney: Now, does 
that mean that the Atlantic & Pacific 
Tea Company, for example, gets its 

(Continued on page 17) 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period from May 1, 1944 Through May 31, 1944 








187, INVESTIGATION. Discovery by Attorney General 
Alvin C. Strutz of North Dakota of a reinsurance 
treaty between the North Dakota State Hail Insur- 
ance Fund and Lloyds of London prompted the North 
Dakota legislature to appoint an Interim Committee 
to investigate the State Insurance Department, 
which administers the hail fund. Insurance Conm- 
missioner Oscar E. Erickson states that the con- 
tract has realized a profit of $75,000 to the State 
of North Dakota, while the Attorney General claims 
that even though the contract was a profitable one, 
it had been entered into illegally. 


188, FIREMEN'S FUND. Attorney General T. J. Her- 
bert of Ohio has published an opinion holding that 
funds raised by a special fire tax can be spent 
only for the purchase of fire-fighting equipment 
and payment of wages of members of a fire depart- 
ment. The opinion comes as the result of a propos- 
al by the officials of Morrow County to use such 
funds for the payment of death and accident insur- 
ance premiums for members of a township volunteer 
fire department. 


189, COMMISSIONER ENJOINED. For the third time the 
State Farm Mutual Automobile Insurance Company of 
Bloomington, Illinois is seeking a permanent order 
to restrain the Wisconsin State Insurance Depart- 
ment from interfering with its business and re- 
quiring it to grant the company a Wisconsin li- 
cense. Litigation involving the State Farm and 
Commissioner Morvin Duel is now before the United 
States Supreme Court on appeal and the Commissioner 
has refused to grant a license, pending its deter- 
mination. Commissioner Duel first refused a re- 
newal of the company's license in 1940 contending 
that the membership fee plan violated the Wisconsin 
insurance statute covering reserves. While the 
fee has been abolished in Wisconsin, the Commission- 
er contends its use in other states constitutes 
noncompliance with Wisconsin statutes. 


190, PROMOTION. J. Dewey Dorsett, a former chair- 
man of the North Carolina Industrial Commission 
and more recently assistant general manager of the 
Association of Casualty and Surety Executives has 
been advanced to the position of general manager 
of that organization. C. W. Fairchild, formerly 
insurance commissioner of Colorado who has been 
general manager of the Association since 1936,. has 
retired and will reside in California. 


19], REHABILITATION. John L. Train, president of 
Utica Mutual Insurance Company and Chase M. Smith, 
secretary, National Retailers Mutual Insurancs 
Company are among those named upon a subcommittee 
of the Insurance Committee of the Cnamber of Con- 
merce of the United States to develop a program of 
collaborative action in connection with the rehab- 
ilitation and employment of war-service veterans. 
Others upon the committee are W. E. McKell, chair- 
man, president, New York Casualty Company; John 
A. Diemand, president, Insurance Company of North 
America, and Grant Taggart, California-Western 
States Life Insurance Company. 


192, CONGRESS. Acting upon the suggestion of Sen- 
ator O'Mahoney of Wyoming the Senate Judiciary 
Committee has returned to a Subcommittee for fur- 
ther consideration legislation exempting the in- 
surance business from federal regulation under 
anti-trust laws. Senator O'Mahoney claims that 
hearings before the Judiciary Committee have pro- 
duced testimony indicating that discounts ranging 
from 16% to 61% have been granted to "big inter- 
state business" whereas small business has been 
required to pay regular rates. O'Mahoney contends 
that managers of the Interstate Underwriters Board 
and the National Board of Fire Underwriters should 
be called upon to explain these charges. 


193. ADVANCED. The Northwestern Mutual Fire Asso- 
ciation of Seattle has recently added to its Board 
of Directors Tom J. Davis an attorney of Butte, 
Montana and past president of Rotary Internation- 
al, and has advanced to more important positions 
five long-term employees of the company, including 
Bradley F. Urch widely known among insurance ad- 
vertising and sales executives who becomes assist- 
ant vice-president. Mr. Urch joined Northwestern 
ten years ago and has served as sales promotional 
manager in charge of advertising, purchasing and 
supplies. He will continue these duties in his 
new position with the added responsibility of di- 
recting the educational and publication activities 
of the company. 


194, RATE REDUCTION. New York State Superintendent 
of Insurance, Robert E. Dineen has approved a 
statewide revision of workmen's compensation in- 
surance rates estimated to save employers some 
nine million dollars annually. The new schedules 
which apply to all new and renewal policies issued 
on and after July 1 call for an average rate de- 
crease of 7.7%, with reductions in 84% of all clas- 
sifications covered by workmen's compensation in- 
surance. In the remaining 16% of classifications 
the rates are either unchanged or slightly in- 
creased. 


195, BUREAU ORGANIZED. On July 1 a newly organized 
independent workmen's compensation rating bureau 
will begin operation in Michigan, with offices in 
Detroit and Arthur S. Cowlin, manager of the Na- 
tional Council branch bureau since October 1934 
as general manager. Plans for the new bureau have 
been unanimously approved by representatives of 
compensation carriers in Michigan. Management of 
the bureau will be under the supervision of a six- 
member governing committee whose chairman will be 
William Bishop, manager of the State Accident Fund. 
Other members will be Standard Accident, Aetna 
Casualty and Surety, and Zurich representing stock 
carriers, and the State Accident Fund, Michigan Mu- 
tual Liability Company and Employers Mutual Lia- 
pility Insurance Company of Wisconsin representing 
ronstock carriers. 


1°6. MID-YEAR MEETING. The New Jersey Association 
of Mutual Insurance Agents will hold its mid-year 
convention at the Hotel Hildebrecit, Trenton on 
Friday, June 30. Among the topics listed for dis- 
cussion are the new Personal Property Floater; re- 
quirements of agents, brokers and solicitors under 
the new licensing law; Standard N. Y. Fire Policy; 
recently enacted rating law and agents' education- 
al and training programs. A large attendance of 
both agents and company representatives is antici- 
pated. 


197, RUNNING MATE. It is announced that the opera- 
tions of the Atlantic Mutual Indemnity Company, a 
new casualty affiliate being formed by the Atlantic 
Mutual Insurance Company, will be confined in tho 
beginning to the writing of burglary and theft in- 
surance both direct and by way of reinsurance. Tre 
majority of those interested in the formation of a 
new company are present directors of the Atlantic 
Mutual. 


198, AGENTS' PROTEST. The New Jersey Association 
cf Mutual Insurance Agents has filed with Secretary 
of Commerce, Jesse H. Jones, a formal protest 
against the proposed plan of insuring government- 
owned property leased to small plants for war work 
under a blanket open policy to be issued by the Fac- 
tory Insurance Association and the Associated Fac- 
tory Mutual Group. The Association requests before 
negotiations are consummated the privilege of a 
hearing to present the "economic, ethical, moral 
and political considerations" involved. 
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199, CONNECTION. It is announced that Paul F. Jones, 
recently Director of Insurance of the State of I1lli- 
nois, has become an associate of Ekern, Meyers and 
Matthias, Chicago law firm specializing in insur- 
ance law. Mr. Jones will continue his residence in 
Danville, where he has practiced law for some years. 


200, MUTUALIZATION SOUND. The Ohio Supreme Court 
has decided in the case of Union Central and Ohio 
National Life Insurance Companies the right of such 
companies to change from capital stock to mutual or- 
ganizations despite the objection of certain stock- 
holders. Both companies began steps toward mutual- 
ization in 1941 following the enactment of a per- 
missive law. At that time certain stockholders 


filed suits in an effort to prevent mutualization. 


and were upheld in the lower courts. Tare Supreme 
Court now holds that the-mutualization law is con- 
stitutional and the companies may proceed with 
plans. 


201, RE-ELECTED. John M. Thomas, president of the 
National Union Fire Insurance Company of Pitts- 
burgh, Pennsylvania and a director representing in- 
surance in the Chamber of Commerce of the United 
States has been re-elected president of the Nation- 
al Board of Fire Underwriters. Other officers re- 
elected are vice-president, Frank A. Christensen, 
vice-president, Fidelity Phoenix Fire Insurance 
Company; secretary, Peter J. Berry, president, Se- 
curity Insurance Company of New Haven; treasurer, 
B. M. Culver, president, Continental Insurance Con- 
pany, and general manager, W. E. Mallalieu. 


202, RESIDENT VICE-PRESIDENT. Lumbermens Mutual 
Casualty Company has announced the election of Law- 
rence W. VanAken, resident manager of its Los 
Angeles office to the position of resident vice- 
president. Mr. VanAken joined forces with the 
Lumbermens in 1934 and before going to Los Angeles 
was district claim supervisor for the State of Ohio. 


203. ADVANCEMENT. Melvin F. Gruhn, manager of the 
San Francisco office of Lumbermens Mutual Casualty 
Company, has been advanced to resident secretary of 
that organization at San Francisco. Mr. Gruhn 
joined the company in 1929 as an assistant under- 
writer in the automobile department of the home 
office organization and before going to San Fran- 
cisco was underwriting manager of its agency depart- 
ment in Chicago. 


204, POST-WAR HIGHWAYS. Congressman Robinson, 
chairman of the House Roads Committee has introduced 
a new post-war highway bill which would authorize 
the appropriation of $1,500,000,000 to become 
available at the rate of $500,000,000 a year for 
each three successive post-war years to be expended 
for projects on the Federal Aid Highway System, both 
inside and outside of municipalities and for proj- 
ects on secondary and feeder roads. The bill gives 
special consideration to such matters as uniformity 
of traffic signals, signs and road markings, witha 
view to the promotion to a safer and more efficient 
utilization of the national highways. 


205, PREMIUM REDUCTION. fThrough the efforts of 
Ogden C. Noel, insurance consultant for the County 
of White Plains, New York, a reduction of 15% in 
the premium rates on all bonds of officials and en- 
ployees of the County of Westchester, New York has 
been ordered by State Superintendent Dineen. The 
action of the New York Insurance Department in or- 
dering the Rating Bureau to make effective the 15% 
reduction in Westchester County will benefit also 
all counties, towns, cities, villages and other 
governmental units in the state becoming entitled 
to it upon furnishing evidence of "a competent, in- 
dependent annual audit." 


206, LIEUTENANT COLONEL. Major John A. Buxton, 
well known president of the Mutual Implement and 
Hardware Insurance Company of Owatonna, Minnesota 
- a member company of the Federated Hardware Mutuals 
- has been advanced to Lieutenant Colonel. Colonel 
Buxton is stationed at Fort Snelling, Minnesota. 


207, FIRE LOSSES. The recent report of the Commit- 
tee on Statistics of the National Board of Fire 
Underwriters indicates that the anticipated losses 
of $373,000,000 for 1943 may have been exceeded. 
The report indicates that the $373,000,000 estimate 
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was an increase of 18.7% over 1942, the largest in- 
crease since 1920 and in dollars the highest point 
for the last 1l years. The report states that "in 
view of the fact that some of the plants engaged 
in war production are government owned and not cov- 
ered by fire insurance our estimates of the total 
loss is doubtless a conservative one, as only the 
customary allowance has been made for uninsured and 
unreported losses." 


208, DEPUTY DIRECTOR. It is reported that Leroy J. 
Taft of Ashland, Kentucky will be appointed Deputy 
Insurance Director by Governor Willis of that State 
upon Mr. Taft's recovery from injuries recently sus- 
tained in an automobile accident. 


209, APPOINTMENT. Stanley F. Staples has been ap- 
pointed vice-president in charge of sales of En- 
ployers Mutual Liability and Employers Mutual Fire, 
both of Wausau, Wisconsin. Mr. Staples joined En- 
ployers Mutuals in 1933 as a salesman at Minneapo- 
lis, later being brought to the home office and made 
manager of the administrative department. In 1938 
he was made vice-president and comptroller. 


210, GEORGE K. BURT. The death of George K. Burt, 
insurance commissioner of South Dakota was announced 
on Monday, May 22 as the result of a sudden heart 
attack. Mr. Burt was appointed insurance commis- 
sioner in 1940, having previously been chief ex- 
aminer of the Department. A popular member of the 
National Association of Insurance Commissioners, 
Mr. Burt was chairman of the Committee on Unauthor- 
ized Insurance and chairman of the Subcommittee on 
Group Hospitalization and Medical Service. The 
funeral was held at his home in Watertown. 


211, BOILER INSURANCE. Agreement has been announced 
between the National Bureau insurers and Hartford 
Steam Boiler upon the boiler and machinery manual 
and a rate schedule that is intended for uniforn, 
nation-wide use effective July 3. The new manual 
embraces a number of compromises, the most important 
being that by which Hartford gives ground in the mat- 
ter of equity rating. The rates in the new manual 
are understood to represent an increase of about 
15%, the boiler rate being about 8% higher and the 
machinery 20%. 


212, PENALTY. Workmen's compensation carriers are 
interested in the law passed at the last session of 
the Minnesota legislature penalizing employers for 
failure to make prompt payment of claims. The law 
provides that "failure to make a payment within 30 
days after notice to the employer of disabling in- 
jury renders the employer or his insurer, whichever 
is responsible for the delay, liable to a penalty 
in an amount equal to the daily compensation which 
the employee is entitled to for each day of such 
delay beyond the 30-day limit." If circumstances 
mequire more than the 30 days, an additional 30 days 
may be allowed by the Industrial Commission if ap- 
plied for within the first 30-day period. 


213, LAW REVISION. Insurance Superintendent J. Roth 
Crabbe of Ohio, speaking before the Insurance Sec- 
tion of the Ohio State Bar Association at Columbus, 
urged a recodification of the Ohio insurance laws to 
eliminate inconsistencies and give the Insurance 
Department authority to properly exercise its func- 
tions. The most important parts of the code need- 
ing clarification, declared Mr. Crabbe, are those 
concerning charter powers of companies, annual 
statements, assesSment companies, exemptions from 
regulation, sales of insurance securities, and 
agency licensing and supervision. 


214, RATING BUREAU. The New York Insurance Depart- 
ment has issued an examination report on the Mutual 
Casualty Insurance Rating Bureau. It contains a 
number of recommendations of a technical nature. 
The examiners found nothing special to criticize. 
Included in the recommendations is one that the 
Mutual Bureau and National Bureau undertake a com- 
plete general revision of burglary rates designed 
to correct the relativity between classifications 
and rate territory and to adjust the general rate 
level in the light of recent experience, which has 
continued to be favorable. The report holds that 
the overall rate level for most burglary, theft and 
robbery coverage is redundant. 
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215, FIRE PREVENTION. Much interest has been aroused 
among members of the insurance fraternity by the 
recent appearance of a booklet "Food Dehydration" 
made available by the National Fire Protection As- 
sociation. The booklet is designed to impart an 
understanding of the various processes and the fire 
and explosion hazards to be met with in each of the 
more or less complex operations of this enormously 
expanding industry. In releasing the booklet Rob- 
ert S. Moulton, Technical Secretary of the N.F.P.A. 
calls attention to the rapid expansion of this in- 
dustry from 25 commercial drying plants just prior 
to the beginning of World War II to more than 1600 
plants now operating in 24 states; that combustible 
material has been used to a large extent in the 
construction of buildings and process equipment; 
that the combination of heat for drying, forced air- 
draft circulation and type of construction is an 
invitation to fire. The booklet contains the most 
up-to-date information in dealing with the fire and 
explosion hazards of the industry. 


216, EDUCATIONAL. The Insurance Library Associa- 
tion of Boston has recently inaugurated an insur- 
ance book service for the special benefit of con- 
valescent soldiers in the four main hospitals in 
Massachusetts who formerly were engaged in insur- 
ance and desire to return to that field upon their 
discharge from the armed forces. The plan involves 
the lending of books and other material on the sub- 
ject of insurance and the organization of groups in 
the various hospitals, with occasional talks from 
local insurance men to bring the convalescents up 
to date insurance-wise. 


217, CENTENNIAL. The Mutual Insurance Company of 
Frederick County Maryland has issued a brochure 
celebrating the completion of its first one hundred 
years of service to the insurance-buying public of 
Maryland. Organized under a charter granted by the 
General Assembly of Maryland in December 1843 the 
company operated for more than a year before its 
first loss - $5.83 - was reported. Its present offi- 
cers are William M. Storm, president; Robert E. Del- 
aplaine, vice-president; Lincoln D. Engelbrecht, 
treasurer, and Miss Katie Seeger, secretary. 


218, DIRECTORS. President Richard Grant of Hard- 
ware Mutual Insurance Company of Minnesota an- 
nounces that at the 45th annual meeting of the com- 
pany Donald F. Raihle, secretary and Frederick G. 
McMullen, assistant secretary were added to the 
Board of Directors. Both Mr. Raihle and Mr. Mc- 
Mullen have been associated with the company for 
more than 25 years. 


219, PROMOTED. Harold A. Knapp, president of the 
Norfolk and Dedham Mutual Fire Insurance Company 
of Dedham, Massachusetts has announced the elec- 
tion of assistant secretary, George S. Goldth- 
wait, senior underwriter to the office of assistant 
secretary. Mr. Goldthwait is a well-known fire pre- 
vention engineer having been associated with the 
Mutual Fire Inspection Bureau of Salem, Massachu- 
setts for 17 years before joining Norfolk and Ded- 
ham in 1940. 


220, BLANKS COMMITTEE. The Blanks Committee of the 
National Association of Insurance Commissioners at 
a recent meeting recommended relatively few changes 
in the annual statement blanks, its aim being to 
refrain from changes that would involve additional 
work for the companies in view of manpower short- 
ages. It recommended that all special wartime 
economies be continued. 


221, RE-ELECTED. Carl N. Jacobs, president, Hard- 
ware Mutual Casualty Company and chairman of the 
board of Hardware Dealers Mutual Fire Insurance 
Company, both at Stevens Point, Wisconsin, has been 
re-elected to membership on the Board of Directors 
of the Chamber of Commerce of the United States to 
represent insurance. The annual meeting of the Na- 
tional Chamber having been postponed because of 
the wartime strain upon hotel and transportation 
facilities, the annual election of directors was 
held by mail with Mr. Jacobs receiving the largest 
humber of votes cast for any candidate. 


Since his election to the board to succeed J. H. 
R. Timanus, secretary of The Philadelphia Contri- 
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butionship who resigned in 1941, Mr. Jacobs has 
served upon a number of important Chamber commit- 
tees and now enters his second full term as one of 
the two directors representing insurance with a 
gratifying record of past accomplishments and at 
a time when the National Chamber and its Insurance 
Department are faced with many important and con- 
plex problems of postwar planning and adjustment. 


222, INDUCTED. Henry F. Swanson, business manager 
of the Journal of American Insurance and for fifteen 
years a member of the staff of American Mutual Alli- 
ance was inducted into the Navy early in May and as- 
signed for training to Great Lakes Naval Station, 
Illinois. Ambrose B. Kelly, formerly of American 
Mutual Alliance and now secretary (on leave) of 
American Mutual Reinsurance Company has been com- 
missioned Lieutenant (j.g.) in the Navy and assigned 
to duty at Washington, D.C. 


223. RENEWAL OF LICENSE. Maynard Garrison, Cali- 
fornia Insurance Commissioner has notified all car- 
riers required to publish a synopsis of their annual 
statement under California law that, (a) applica- 
tions for a renewal of certificate of authority must 
be filed with the Department on or before June 14, 
1944 with or without affidavit of publication, (b) 
the filing of such application will have the effect 
of continuing in force the existing certificates of 
authority until renewal regardless of the possibil- 
ity that such grant or denial may occur after July 
1, 1944, and (c) that the filing of affidavit of 
publication of synopsis will not be required as a 
condition precedent to the renewal of the certifi- 
cate of authority except in those cases where the 
synopsis is rleased by the Insurance Department at 
a date early enough to permit publication prior to 
July 1, 1944. 


224, DIMOUT COST. The Connecticut Motor Vehicle De- 
partment points out as a glaring example of the 
effect of poor street and highway lighting on the 
night accident problem the fact that there occurred 
in 1943 a total of 767 property damage accidents, 
429 injuries, 23 fatalities, 262 pedestrian acci- 
dents, and 1,037 accidents of all types at night in 
excess of the number which would have occurred at 
the 1942 night accident rate. 


225. HIGHWAY PLANNING. G. Donald Kennedy, Automo- 
tive Safety Foundation vice-president, told the 
American Society of Planning officials in Chicago 
on May 1 that, (a) a large city expressway construc- 
tion program is assured in the immediate post-war 
period, (b) there is great need for metropolitan 
authorities to coordinate local government plan- 
ning and (c) that much state highway enabling leg- 
islation for city work can be expected in the 1945 
legislative session. : i 


226. INSURANCE DEPARTMENT PROPOSED. A bill intro- 
duced in the Louisiana legislature proposes to es- 
tablish a new and separate Insurance Department, 
transferring the present insurance functions of the 
Secretary of State and making the Louisiana Insur- 
ance Commission and the Louisiana Casualty & Surety 
Rating Commission a part of the new department. 
These two commissions would continue as heretofore 
existing with all their present powers, except that 
the Insurance Commissioner would be ex-officio 
member of both, in addition to the members already 
provided for by law, and would exercise all the ad- 
ministrative functions previously exercised by the 
Commission. The new Department of Insurance is to 
consist of a Commissioner of Insurance, the Insur- 
ance Board, the Louisiana Insurance Commission and 
the Louisiana Casualty & Surety Rating Commission. 
A newly created Insurance Board is to consist of six 
members and the Commissioner of Insurance who would 
be ex-officio member and chairman. The commis- 
sioner and the Board are to be appointed by the Gov- 
ernor. The Board is to have all the functions of 
a department board with respect to the Department 
of Insurance. Apparently a modification of the 
Texas plan of a Board of Insurance Commissioners is 
contemplated rather than a single head of the In- 
surance Department. 


227. PRESIDENT. Leroy A. Lincoln, president of the 
Metropolitan Life Insurance Co., became the 49th 
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president of the Chamber of Commerce of the State of 
New York following his election at the 176th annual 
meeting held May 4, 1944. He succeeded Frederick 
E. Hasler, chairman of The Continental Bank & Trust 
Co., who having served two consecutive terms was 
ineligible for re-election. A member of the chan- 
ber since 1930 and one of its vice-presidents from 
1938 to 1942, Mr. Lincoln is the second Metropoli- 
tan Life. official to head the chamber within a pe- 
riod of twenty years. Frederick H. Ecker, now 
chairman of the Metropolitan, was president of the 
chamber from 1924 to 1926. Mr. Lincoln was born 
in Little Valley, N. Y., was graduated from Yale 
in 1902 and admitted to tne bar in 1904. He was 
counsel for the New York State Insurance Department 
1915-1917 where he was instrumental in bringing the 
fire insurance companies into agreement with the 
department on a standard policy. For two years he 
was a partner in the law firm of Rumsey & Morgan, 
during part of which time he served also as general 
attorney for the Metropolitan Life Insurance Co., 
becoming its general counsel in 1926, first vice- 
president in 1928, a director in 1929 and president 
in 1936. 


228, INTERSTATE COMMERCE COMMISSION. Under a new 
ruling, the Interstate Commerce Commission will not 
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approve insurance policies unless they are under- 
written by companies licensed in each state in which 
the insured motor carrier is authorized to operate. 
However, insurance may be carried in two or more 
companies to provide the required coverage for sep- 
arate states and thus collectively provide fully 
authorized coverage. New minimum financial re- 
quirements specify $150,000 capital and $50,000 
surplus for stock carriers and $150,000 surplus for 
mutual insurance companies issuing assessable poli- 
cies, and $200,000 surplus for mutual carriers issu- 
ing non-assessable policies. 


229, INLAND MARINE DEFINITION. The nationwide in- 
land marine definition has been amended by Commis- 
sioner Goodpaster of Kentucky to cover merchandise 
in cold storage lockers in that state. The ruling 
stipulates that the rate for the coverage must be 
greater than the filed rates for fire and any other 
rate regulated coverages. This amendment has been 
urged for some time by the Kentucky Association of 
Insurance Agents and the Louisville Board. 


230, RATE REGULATION. The House of Representatives 
has passed the bill by Rep. Clinton P. Anderson of 
New Mexico for the regulation of fire insurance 
rates in the District of Columbia. 
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AGENTS — NAIA committee chairmen 
10; Illinois brokers 24; meeting date 
233,105; licensing of auto dealers 39,65, 
160,186; Ohio reaffiliation 55; mutual 
agents 6S; West Virginia licensing 80; 
Ohio licensing 168; New Jersey Asso- 
ciation 198, 


_ 


‘OMMISSIONERS — association 4,31,50 
09,161,169; California 180; Florida 85, 
137; Idaho 153; Illinois 141; Kentucky 
47,174; Louisiana 132; Maine 19; Mas- 
sachusetts 146; Mississippi 56; New 
Jersey S84; New York 38,103,184; Utah 
73; Washington 106; Ontario 162; 
North Dakota 187; Wisconsin 189; 
Kentucky 208; Illinois 199; law revi- 
sion, Ohio 213; California 223. 


‘OURTS — Benumont 
change 2; Atlanta 
censing of auto dealers 
homa premium tax 41; 
State Farm Mutual 42; 
nancial responsibility 
anti-trust 70,118; 
property 97; 
OKlahoma premium 


Insurance x= 
anti-trust 34; li- 
39,186; Okla- 
licensing of 
Michigan fi- 
60; Missouri 
Cleveland public 
automobile theft 101; 
tax 185. 


DEATHS — MecCotter 17; Davis 27; Wil- 
linms 45; Baker 76; Lucas 95; McComb 
123; Evans 136; Burt 210. 


EDUCATION — Whitney fellowship 23; 
University of Wisconsin 36. 
FEDERAL AGENCIES — 48-hour work- 
week 5; Atlanta anti-trust 34; war 
damage 14.69,96.98; A.S.T.P. 52; S.W. 
1.S. 109; War Board 112; Navy Insur- 
ance Department 114; Army loss ad- 


jJustment 134; CAB insurance report 
135. 
FIRE LOSSES — 1943 fire loss 26; Fire 


Waste Contest 28; fire prevention week 
35; January fire loss 78; February fire 
loss 110; March fire loss 175; 1943 
losses 207. 


LEGISLATION — anti-trust 24; fire rate 
investigation 30,66; Virginia financial 
responsibility 104; New Jersey rating 
bill 107; Mississippi workmen’s com- 
pensation 122; Kentucky anti-separa- 
tion 128; New Jersey unauthorized in- 
surance 129; crop insurance 138; New 


York surety powers 176; Robinson 
highway bill 204; Federal regulation 
192; Louisiana Insurance Department 


MISCELLANEOUS — Century-old mutu- 
als 77; 1943 auto thefts 124; Kentucky 


Fire Marshal 126; 
pany merger 163; postwar planning 
170; Mutual Insurance Company of 
Frederick County, Maryland 217; Union 
Central Life Company 200. 


Babson 100; com- 


MUTUAL EXECUTIVES — Mutual Boil- 
er 32; Northwestern 44,94; Lowell Mu- 
tual 46; Fidelity Mutual 49; Preferred 
Mutual 53; Michigan Farm Excess of 
Loss 54; Mutual Fire of N.E. 58; Bos- 
ton Manufacturers 87; Michigan Mill- 
ers 90; Wisconsin Mutuals 92; United 
120,183; American Mutual 127; Michi- 
gzan Mutual 130; Baltimore Equitable 
139; American Mutual Reinsurance 182; 
Association of Casualty & Surety Ex- 
ecutives 190; Northwestern Mutual 
Fire 193; Lumbermens Mutual Casualty 
202,203; Mutual Implement & Hard- 
ware 206; Employers Mutual Liability 
and Employers Mutual Fire 209; Hard- 
ware Mutual of Minnesota 218; Nor- 
folk & Dedham Mutual Fire 219; Hard- 
ware Mutual Casualty 221; American 
Mutual Alliance 2. 


NEW COMPANIES — Pilgrim Mutual 13; 
Food Industries Federation of Mutual 
Fire Insurance Companies 75; Lansing 
Employers’ Underwriters 79; General 
Casualty and Surety Co. 115; United 
National Indemnity Company 151; Su- 
perior Insurance Co. 173; Atlantic Mu- 
tual 197. 


ORGANIZATIONS — CPCU Society 1; 
U.S. Aviation Underwriters 3; National 
Council on Compensation Ins. 6; Amer- 
lean Management Assn. 16,144; U. 8S. 
Chamber of Commerce 18,21,48,125,167; 
National Safety Council 22,165; Em- 
ployers Casualty 25; Millers National 
57; NFPA 62,108,152; Fire Waste Coun- 
cil 71,143; Continental Casualty 23 
Assn. of Casualty and Surety Execu- 
tives S86; American Industrial Hygiene 
Assn. 93; International Assn. of Insur- 
ance Counsel 113; Insurance Account- 
ing and Statistical Conference 133; 
Factory Insurance Assn. 150; Under- 
writers Laboratories 154; Insurance 
Advertising Conference 155; Great 
American 156; International Claim 
Assn. 157,179; Canadian Inland Under- 
writers Assn. 172; American Standards 
Assn. 178; Inland Marine Underwrit- 
ers Assn. 181; New Jersey Association 
of Mutual Insurance Agents 196; Na- 
tional Board of Fire Underwriters 201; 
National Fire Protection Association 


215; - Insurance Library Association, 
Boston, convalescent servicemen 216; 


National Association of Insurance 
Commissioners, Blanks Committee 220; 
American Society of Planning 225; 
Connecticut Motor Vehicle Department 
224; New York Chamber of Commerce 
227; Interstate Commerce Commission 


228 


POLICY FORMS — New Hampshire fire . 
policy 7; Alabama fire policy 9; air- 
craft hull 11; Tennessee fire policy 15; 
Iowa fire policy 20; Texas fire policy 
29,82,111,142; Georgia fire policy 40; 
South Carolina fire policy 43; Florida 
fire policy 51; liability policies 63; New 
Mexico fire policy 64; Colorado fire 
policy 54; Vermont fire policy 83; Ar- 
kansas fire policy 88; Indiana fire pol- 
icy 91; time extension 93; Virginia fire 
policy 99; Standard Farm Policy 119; 
Personal liability policy revision 131; 
Personal Property Floater 147; Mis- 
souri fire policy 149; Arizona fire pol- 
ley 158, 


RATES — W.C. graded expense 8,177; 
fire rate investigation 30,66; Virginia 
fire 81; Illinois auto fleet formula 102; 
Oklahoma compensation 140; Michigan 
fire 148; Texas collision 164; California 
compensation 166; New York fire 171; 
Westchester County, New York 205; 
New York compensation 194; boiler in- 
surance 211; burglary 214; D. of C. 230. 


REHABILITATION — Chamber of Com- 
merce 191. 


SOCIAL SECURITY — U. 5S. 
conference 18,167. 


STATE RULINGS — Ohio retaliatory 
opinion 37; cold storage lockers 61; 
stop-loss policies 67; Massachusetts 
HOLC-SCA 89; Illinois hospital group 
117; Hability of federal owned autos 
121; Florida workmen’s compensation 
145; A & H ad regulation 159; Ken- 
tucky Inland Marine 229. 


Chamber 


TRAFFIC — Indiana safety responsibil- 
ity law 12; Michigan financial respon- 
sibility 60,116; Virginia financial re- 
sponsibility 104, 


WAR DAMAGE — payment of claims 14; 
cancellation of coverage 69; corpora- 
tion officers 96; free renewals 98. 


WORKMEN’S COMPENSATION — indus- 
trial accidents 59; stop-loss policies 67; 
disabled workers 86; Oklahoma rate 
reduction 140; Michigan Bureau 195; 


Minnesota claims 212. 
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SKYLINERS AND HEDGE- 
HOPPERS 


(Continued from page 7) 


ready prevails at Washington and 
Chicago and eventually will be true 
at other cities. Municipal and airline 
people must, therefore, think in terms 
of several airports and coordination 
between them so that through pas- 
sengers can be handled expeditiously. 
It is likely that auxiliary fields imme- 
diately adjacent to the large fields 
will be necessary for use of taxi 
planes connecting the various airports 
in the vicinity of one metropolitan 
area. 


The Civil Aeronautics Administra- 
tion reports that there are now be- 
tween 900 and 1,000 airports in the 
United States suitable for transport 
aircraft. Not all of these are large 
enough to take care of the largest 
transport planes which will be used 
immediately after the war, but all of 
them appear to be of sufficient qual- 
ity to permit regular transport service 
whenever local traffic conditions will 
justify it. There are about 3,000 air- 
ports altogether in the United States 
at the present time, taking into ac- 
count the small ones which are not 
suitable for transport operations. It 
has been estimated by Mr. Charles I. 
Stanton, Administrator of Civil Aer- 
onautics that the number of airports 
should be doubled in order to handle 
expected air traffic following the war. 
He further has estimated that the 
cost of such a program might be ap- 
proximately $800,000,000, which is 
about equal to the entire present in- 
vestment in airports of this country. 
It has been proposed that the federal 
government aid in financing the con- 
struction of additional airports in a 
manner similar to the highway assist- 
ance program. It is interesting to 
note that all of the proposals for air- 
craft development take into account 
aid from governmental sources. This 
might be compared to the aid given 
the railroads in their early days by 
means of the Land Grant System. 
So far there has not been any dispo- 
sition to require reduced rates for 
government traffic to repay the grant 
as was required in the case of the 
Land Grant railroads. The thought 
has been that commercial air trans- 
port is of sufficient general interest 
to the public welfare that public mon- 
ies are properly used to foster it. We 
take no position in this question of 
whether public funds should be used 
for the encouragement of air trans- 
ports or whether the industry should 
be made to stand upon its own feet 
financially. This is merely a factual 
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recital of what appears to be the 
trend at the present time. 


Turning from the business of air 
transport to that of private flying it 
will be recalled that private planes 
outnumber the transport ships by a 
ratio of more than 60 to 1. Further- 
more, only a few hundred of the 
3,000 airports in the United States 
are used by the scheduled airlines. 
The less spectacular but really im- 
portant need is the development of 
more and better airports for private 
planes. There cannot be a really im- 
portant use of the airplane for pri- 
vate business and pleasure purposes 
until there are suitable airports every 
few miles across the country and at 
the outskirts of every town that is of 
even local importance as a shopping 
center. 


The first and most obvious need is 
that of proper surfacing. Since the 
private airplanes are now and will 
continue to be comparatively light, a 
grass turf surface will be adequate 
for most fields. Probably the major- 
ity of private planes will continue to 
weigh less than 2,000 pounds, as com- 
pared to weights up to more than 
100,000 pounds for the huge trans- 
port ships. A good grass surface 
would prove thoroughly satisfactory 
in most places for constant use by 
ships up to 15,000 and 20,000 gross 
weight. 

Many of the present private fields 
consist of a pasture with no mainte- 
nance except occasional mowing. 
These pastures frequently have 
humps and gullies which the operator 
has not felt justified in taking out. A 
few days work on the part of a bull- 
dozer would be sufficient to remove 
the top soil, smooth out the humps, 
and replace the top soil for seeding 
with new grass. Where fields are 
reworked to a level condition it is 
sometimes necessary to provide spe- 
cial drainage. A level field has a 
much slower water run-off than one 
in its natural state and this slow run- 
off might result in soggy conditions 
following a protracted rain spell. 

Recent experiments by government 
authorities indicate that it is possible 
to develop a tough grass which not 
only stands the hard use of an airport 
but rarely grows more than three or 
four inches high. If the experiments 
are successfully concluded, this will 
mean that a properly turfed airport 
will not have to be mowed and in fact 
will require very little in the way of 
upkeep attention. 

Too many of the small airports 
now in use have been neglected by 
their neighboring communities. Even 
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the smallest airport should have fa- 
cilities for refueling and for general 
maintenance operations, and prefer- 
ably some repair work. It is also 
important to provide meal and com- 
fort facilities at the airport. Pilots 
are much more likely to come in for 
refueling or other reasons if they 
know that an airport has good gen- 
eral facilities where he may take care 
of his personal needs during refuel- 
ing or maintenance operation. 


In the matter of transportation to 


and from the airport, the smaller 


fields have been even more neglected 
than those used by the scheduled air- 
lines. Many a city has cooperated 
in the establishing of an airport, but 
has left the brand new airport at 
some distance from town with no 
transportation facilities other than 
private cars and taxicabs. Obviously 
the only people who have private cars 
to get to and from the airport are 
local people, and taxicab fare is too 
expensive for most visiting pilots. If 
towns and cities are going to subsi- 
dize airport construction, they might 
well consider subsidizing some form 
of transportation until the traffic to 
and from the field builds up to a 
point where it is self-supporting. 
It must be recognized also that the 
small private airports must be located 
as close to residential and shopping 
communities as possible. The use- 
fulness of an airport to a community 
decreases about in relation to the 
square of the distance from town. 
1,500 foot landing strips of a type 
suitable for private plane use can be 
placed much closer to communities 
than has heretofore been considered 
feasible. The landing strip idea 
should be developed further, partic- 
ularly “in areas where there is a pre- 
vailing wind that is reasonably 
steady. “L” shaped fields are suit- 
able for almost all locations and they 
require much less ground than the 
conventional square field. 


Airport development has been one 
of the neglected factors in the prog- 
ress of aviation. The tremendous 
strides made by the automobile indus- 
try in its service to private and pub- 
lic welfare would not have been pos- 
sible without a myriad of garages and 
service stations. Similarly, the rail- 
road and bus lines would be unable to 
give proper service to the public 
without the elaborate terminal facil- 
ities and intermediate stations which 
have been developed all over the 
country. Just as every town or ham- 
let has its railroad station, its bus ter- 
minal, and its garages for private 
automobiles, so must every town have 
accommodations for the handling of 
airplanes. 
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Insurance A Public Service Institution 


An Address delivered before the Insurance Section of 


By C. A. ABRAHAMSON 


Past Prestpent, NATIONAL ASSOCIATION OF Cas- 
UALTY & SURETY AGENTS 


have chosen this as the subject . 


for my remarks because I con- 

sider it particularly pertinent at 
the present time. I am going to as- 
sume that you will agree with the cor- 
rectness of the premise. If this is so, 
how well has the industry of insur- 
ance performed its functions and ful- 
filled its responsibility to the public? 
Any Public Service Institution has 
that responsibility, and gets into 
trouble the moment it fails to dis- 
charge its responsibility or abuses its 
trust. 


There is, perhaps, no great indus- 
try in the country which has been sub- 
jected to such attacks as the Electric 
Power Industry. Some of these at- 
tacks were vicious and wholly with- 
out foundation, but a great many 
were entirely justified, as any fair- 
minded power company executive will 
admit. As a case in point, let us look 
at the growth of the Rural Electrifi- 
cation Administration or R. E. A. 
America’s standard of living de- 
manded that electricity be available 
to everyone. The privately owned 
power companies, failing to recog- 
nize their responsibility, and looking 
only at the immediate profits, failed 
to extend their lines into sparsely set- 
tled or rural communities. The re- 
sult was inevitable. Thousands of 
co-operative associations have been 
formed and lines were erected with 
Government financing. It was only a 
short step from this to the taking 
over of plants themselves and now 
thousands of communities have mu- 
nicipally owned plants, and sending 
power over R. E. A. lines. We could 
have a discussion on this one subject 
but I merely mention it as an ex- 
ample of a trend. 


How is insurance any different? 
The public looks to the insurance in- 
dustry to protect it from financial loss 
as a result of hazards which are dis- 
cernible. If insurance fails to do its 
job, the public will protest. It is well 
enough to say, “It is politics’; the 
fact remains that it may be popular 
politics. 


Immediately after Pearl Harbor, 
industry was apprehensive of the 
possibility of serious losses from 
bombing. Thousands of agents and 


brokers received thousands of calls 


from their customers. You all know 
the result. A mere handful of com- 
panies accepted a small amount of 
the business at the beginning, but out 
of it all came the War Damage Cor- 
poration. While it can properly be 
said that the widespread acceptance 
of War Damage risks by all of the 
companies would have placed the se- 
curity of the millions of policyhold- 
ers in jeopardy under the uncertain 
conditions then prevailing, I make 
bold to assert that a method could 
have been found which would have 
enabled the private carriers to con- 
trol. A more reasonable retention on 
the part of private carriers, with a 
Government reinsurance fund either 
as excess or contributing, would have 
been at least face-saving. As you 
probably know, the actual disburse- 
ments for losses in the continental 
U. S. as of December 31. 1943 were 
$4,371.75 with pending claims in the 
U.S. and Alaska of $88,327.99. 179 
claims were filed in January follow- 
ing the explosion of the Destroyer 
Turner, but they will not, be very 
large. In the two years, $245,000,- 


000 of premiums were collected. Is. 


there anyone who believes that this 
huge sum will be returned to the pol- 
icyholders. Perish the thought! That 
sum represents from 10 to 15% of 
the total assets of all the fire insur- 
ance companies. It is the nest-egg 
for a huge Government insurance or- 
ganization. 


It is more or less needless to com- 
ment on the Wagner Social Security 
3ill, which would seek to do every- 
thing for everybody including the so- 
cialization of medicine. Suffice it to 
say it is very much in the hopper and 
will take some concerted efforts to 
sidetrack. 

A year ago a bill was introduced in 
the Senate which would establish a 
Government bonding company to 
bond all federal employees of every 
description. This is merely another 
indication of a trend. 


The very nature of the present ad- 
niinistration in Washington is, of 
course, predicated on the theory of 
centralized control. One of the few 
prerogatives left to the states has 
been the regulation of insurance. 
Hence, it is no surprise to see the at- 
tempt to overthrow Paul vs. Virginia, 
which has endured for over seventy 
years and it will be no surprise if the 
Supreme Court reverses that famous 
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decision and throws insurance into 
the lap of the socialistic zealots who 
at present rule our destinies. 


Has insurance been entirely pure 
aud blameless? Reforms have been 
very slow in coming. It is no secret 
that broadening of coverage was sel- 
dom voluntary. The purchaser was 
nearly always compelled to adjust 
himself to insurance verbiage and 
was never able to buy insurance fitted 
to his needs. Then some buyers re- 
volted and went to Lloyds, a much 
older institution, and hence, wiser. 
After that, and in the past few years, 
we have seen more and more elastic- 
ity in covers and a general tendency 
to the broadening of policy forms. 


In this last connection, Commis- 
sioner Harrington of Massachusetts, 
President of the National Association 
of Insurance Commissioners, ap- 
pointed a committee of the industry 
to try to bring out an all-inclusive in- 
surance cover. Such a plan would, 
of course, step over the sacred rights 
of charters of different types of car- 
riers, but the commissioner is a cour- 
ageous man, and something may 
come of it. The Committee is headed 
by John Diemand, one of the most 
clear-thinking, forward-looking ex- 
ecutives in the industry. 

A large part of our trouble can no 
doubt be attributed to the fact that 
many of the companies were headed 
by men who had outlived their use- 
fulness. They did not realize that 
they were living in a changing world. 
They had done a good job, and could 
see no need to change routines. Some 
of them would no doubt resent being 
accused of being re-actionary, but the 
record speaks for itself. Fortunately, 
most important companies now are 
headed by younger men — men with 
vision, who are looking beyond the 
woods. 


What about the agents—the selling 
forces? By virtue of state regula- 
tion of the instirance business, it is 
only natural that agent’s organiza- 
tions would have local political 
strength. Out of these strong agent’s 
lobbies emerged so-called agent’s 
qualification laws which had some 
merit in some instances, but in gen- 
eral tended to freeze the business, 

(Continued on page 24) 
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DINEEN TESTIFIES 
BEFORE COMMITTEE 


(Continued from page 10) 


insurance at a lower rate than a com- 
petitor on the next corner? 


Mr. Dineen: Yes, it does. The 
reason I can give you—it is fairly 
short—why these discounts are al- 
lowed in connection with these large 
interstate risks has been set forth, 
and I think with some accuracy, that 
they are not normally under owner- 
ship of the better grade. You know 
and I know that character has a tre- 
niendous amount to do with losses in 
the insurance business. Secondly, 
maintenance and supervision and dis- 
cipline make for a better loss ratio. 

Third, superior record keeping fa- 
cilitates service loss adjustments and 
administration of the business. 

Fourth, the loss ratio is improved 
by the automatic reporting forms 
which either required the insured to 
pay a premium higher in proportion 
to value or penalize the insured if 
such proportion is not carried. 

Fifth, reserve supplies of mer- 
chandise purchased under normal 
conditions and ready for immediate 
delivery from another location or 
from a warehouse are available for 
quick replacement. 

Those are the factors responsible 
for the discount. 

The previous witness put his, finger 
on the problem, I thought, with great 
accuracy. He spoke about the vol- 
ume at the present time in the avia- 
tion business not being sufficient to 
provide what we call true credibility. 
The answer to it is that if instead 
of taking the experience in this inter- 
state underwriters risk and then 
throwing them into the general clas- 
sification, as is sometimes done, we 
set up a national distribution parallel 
to what the aviation business is do- 
ing, you would then be in the situa- 
tion where you have a given income 
and given outgo, and you would wind 
up with a good plan with a practically 
iniform rate structure from coast to 
coast, and you would then wind up 
where the commissioners in each state 
—if they had laid before them this 
rating plan, the premiium income, ex- 
pense, and losses — wouldn’t have 
much excuse for variations in the rate 
structure, and that would prevent 
unregulated states from getting an 
advantage over us. 

Senator O’Mahoney: 1 am reading 
from page 4 of the original report 
of Mr. Sydney Moss made under 
date of July 15, 1943, to the New 
York Insurance Department. The 
first paragraph on page 4 reads: 
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“The main features of this insur- 
ance which contribute to the confused 
and complicated situation are: 

“(a) Coverage is afferded under a 
single policy of properties located in 
more than one state. 

“(b) The net rate at which the 
policy is issued is arrived at by: 

“(1) averaging individual tariff 
rates, and 

: “(2) applying a discount factor. 

(c) The earned premium deter- 
mined at expiration is based on 
inonthly reports of values. 

“The net rate is established by the 
board individually for each risk and 
member companies are required to is- 
sue the policy at the rate established.” 

Ts that correct ? 

Mr. Dineen: Let me say this much 
to you: There is an inference that is 
drawn there, and I don’t question the 
accuracy of the report, but I draw a 
different conclusion from reading 
what you have just read. 

Senator O'Mahoney: A different 
conclusion from what? 

Mr. Dineen: The Interstate Under- 
writers Board does not fix rates in 
the state of New York. The Inter- 
state Underwriters Board fixes ad- 
visory rates. In fact, it is not a rat- 
ing organization in our state; it is 
a service organization. 

The rates which are applied in our 
state are fixed by the New York Fire 
Insurance Rating organization, which 
is directly under our jurisdiction. In 
other words, the Interstate Under- 
writers Board submits an advisory 
ate to the New York Fire Insurance 
Rating organization, but our control 
over the rate structure is over the 
rate promulgated by the New York 
Fire Insurance Rating organization. 

Mr. Dineen: Those are the final 
rates. In other words, as you read 
this, you would get the impression 
that the Board—in other words, a 
group of companies acting in concert 
-—are fixing the rates in New York 
State. They are suggesting rates 
which go through the rating organi- 
zation upon which we pass directly. 

Senator O’Mahoney: The Board 
suggests the rate and then the State 
of New York, in its regular proced- 
ure under the law, approves or dis- 
approves that rate? 

Mr. Dineen: Exactly, and subject 
to the infirmity which I have men- 
tioned, and that is by the averaging 
situation a large part of our rate 
making is nullified. 

Senator O'Mahoney: Is there a 
difference between the rates estab- 
lished by the State of New York and 
the rates established by other states 
on these risks? 
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Mr. Dineen: Of course, there is a 
marked difference in the base rate, 
sir, because I think as you have de- 
veloped in some of the previous hear- 
ings, every state you go in has differ- 
ent rates. This, you see, is an aver- 
aging method. 

Senator O'Mahoney: Now, let us 
go right to that. It is under clause 
(b) of this statement : 

“The net rate at which the policy 
is issued”—and this is a policy that 
applies in a great number of states— 
“is arrived at by: 

“(1) Averaging individual tariff 
rates,.and 

“(2) Applying a discount factor.” 

Now, what are the individual tariff 
rates which are averaged ? 

Mr. Dineen: The individual tariff 
rates are the rates fixed by the rat- 
ing organization, if each state has 
one, to be applied in that particular 
state, and that is the rate set forth in 
the underlying policy. 

Senator O’Mahoney: Does that 
mean that if the Atlantic & Pacific 
Tea Company has property to be in- 
sured in 40 states, the individual tar- 
iff rates of the 40 states are averagect 
in the first instance ? 

Mr. Dineen: Yes. 

Senator O’Mahoney: And having 
reached that average, then a discount 
factor is applied ? 

Mr. Dineen: That is right. 

Senator O’Mahoney: Fine. In 
other words, your testimony to this 
committee is that this system con- 
ducted by the Interstate Underwrit- 
ers Board does impair the rate struc- 
ture of the State of New York. 

Mr. Dineen: Beyond a doubt. 

Senator Ferguson: Can this all be 
cured, all this evil, by statute? 

Mr. Dineen: In my judgment it 
can be. * 

Senator O'Mahoney: Now, then, 
returning to this underwriters’ report 
and the fixing of rates, we were dis- 
cussing the method of averaging and 
applying the discount factor which 
your examiner had discovered. What 
is the effect of that situation within 
the State of New York as between 
the risks under the Interstate Under- 
writers Board and risks which are 
not? 

Mr. Dineen: Well, I will answer 
your question this way: That if the 
principles to which reference was 
made this morning are sound, that is, 
those principles which produce inter- 
state underwriting, then there is no 
discrimination. 

Senator O’Mahoney: You have a 
fixed formula of discount in New 
York for these risks under the Inter- 
state Underwriter Board ? 

(Continued on page 21) 
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A Year in Liability Insurance 


By JOHN S. HAMILTON, Jr. * 


American Mutvuat ALLIANCE 


Ts E past year has been a rather 
quiet one in the field of liability 
insurance with respect to new 
and unusual developments, but it has 
not by any means been unproductive 
of plans and discussions for the fu- 
ture — both immediate and postwar. 
A number of standard provisions pol- 
icies were developed or revised and 
promulgated early in 1943. These in- 
cluded revisions of the Comprehen- 
sive Automobile Liability and Com- 
prehensive General Liability, and 
new Comprehensive General-Automo- 
bile Liability, Comprehensive Person- 
al Liability, and Schedule Personal 
Liability forms. In addition there 
were further discussions looking to- 


ward standardization of provisions - 


for Schedule General Liability poli- 
and revision of outstanding 
forms. Many companies prepared 
so-called Combination Residence pol- 
icies, including the new Comprehen- 
sive Personal Liability coverage, the 
new Residence and Outside Theft 
coverage, Workmen’s Compensation 
coverage for domestic employees, and 
other miscellaneous coverages. These 
special forms were of interest to you 
more as individuals than as repre- 
sentatives of large insurance buyers, 
but some of the principles involved 
may receive future application in pol- 
icies designed for the business haz- 
ards rather than personal hazards of 
the individual insured. 


cies 


The automobile liability insurance 
line has experienced more of the old 
problems than new ones and more de- 
velopments of tested procedures than 
inventions of new ones. Apparently 
automobile bodily injury liability and 
property damage liability experience 
took a decided turn for the worse in 
the last half of 1943, although it is 
difficult to make an accurate estimate 
because of the reduction in statistical 
data prepared by the companies and 
because of the drastic rate reductions 
in previous years. However, loss 
ratios at the end of 1943 still had not 
exceeded the permissible level. The 
current problem is whether this up- 
ward trend will continue in 1944 to 
such an extent that adjustment is 
necessary. If I stray briefly into the 
realm of the actuary I hope that Mr. 
Haugh will pick up any inaccuracies. 
Such figures as are available indicate 
that automobile liability premiums in 

*An address before American Management 


Association—Insurance Division, at New York, 
May 8, 1944. 


force dropped about 20% from 1941 
to 1943, probably all of the decrease 
being in the premiums for bodily in- 
jury liability insurance. At the same 
time average claim costs and claim 
frequencies per dollar of premium 
were rising in 1943, and for the last 
months of the year in some respects 
exceeded the figures for comparable 
months in 1941. When 1943 and 
1942 are compared, these two years 
being more nearly comparable rate- 
wise, the increase in claim frequency 
per dollar of premium in 1943 is even 
more evident. The proper evalua- 
tion of these data is not within my 
province, but I believe that the un- 
derwriters are concentrating on their 
post-war plans for this field while 
they are keeping close watch on cur- 
rent trends. Included in their dis- 
cussions are the balancing of load ca- 
pacity and business classification as 
rating bases for commercial cars, and 
mileage, driver’s age, accident record 
and gasoline rations for private pas- 
senger type cars. All of these have 
been used and have shown some evi- 
dentiary value and the problem will 
be to find the simplest method to give 
the fairest answer. 


In the usual light legislative season 
of the even-numbered years, Virginia 
was added to this list of states adopt- 
ing a new financial responsibility 
law, based on the same underlying 
theories as the New York Motor Ve- 
hicle Safety-Responsibility Act. This 
law, Chapter 384, Acts of the Vir- 
ginia Assembly, 1944, contains a 
number of departures from the New 
York law in its details, and includes 
the first statutory mechanism (aside 
from that in the compulsory law in 
effect in Massachusetts) for assign- 
ment of rejected automobile liability 
risks. It is probable that the volun- 
tary plan previously in effect can be 
adapted to continue under the new 
Virginia law. You will recall that in 
1943, Indiana, Michigan and Oregon 
passed new financial responsibility 
laws modelled on the New York the- 
ory. No doubt other state legisla- 
tures will be interested in this subject 
in 1945. 

ee ®@ 


Discussions relating to automobile 
policy coverage began recently, and 
some action has been taken to broad- 
en the scope of some provisions in 
the basic automobile liability policy. 





Announcement of these may be ex- 
pected in the near future and may 
then be followed by further study of 
all automobile liability forms. These 
changes will permit considerable sim- 
plification of the Basic policy when 
it is next revised. Such simplifica- 
tion appears highly desirable as this 
form is much more complicated than 
are the Schedule and Comprehensive 
forms. 


The general liability field was sim- 
ilarly quiet until recently when it was 
announced that revision of the Com- 
prehensive Personal Liability form 
was under way. This is again a sub- 
ject of more interest to you person- 
ally than in your businesses, but some 
of the changes are of general interest 
because of their possible effect on 
other forms of insurance. First of 
all, the revision is a further approach 
to the comprehensive ideal which the 
insurance business is approaching 
about as fast as industry wants to ab- 
sorb it. 


One rather violent departure from 
established practice is the adoption of 
a single liability coverage for bodily 
injury, property damage and employ- 
ers’ liability with a single limit of 
liability on a “per accident” basis. It 
does not seem to me likely that com- 
bination of bodily injury and prop- 
erty damage will be attempted for 
business risks for some time as too 
large a percentage of insureds do not 
now carry property damage liability 
insurance; but the elimination of the 
“per person” limit seems to have no 
barrier in its way. We would then 
be in a better position to make the 
combination of bodily injury liability 
and property damage liability, and the 
combination of automobile liability 
and general liability has already been 
made in one of the comprehensive li- 
ability forms. 


All of these factors encourage, if 
they do not require, an ever-increas- 
ing reliance on and use of compre- 
hensive forms. 


The most interesting item in the 
revision of the Comprehensive Per- 
sonal Liability policy is the decision 
to modify or eliminate the phrase 
“caused by accident,” which has been 
a keystone of liability insurance for 
many years, and has been the con- 
venient peg on which to hang the 
standard provisions relating to policy 
period and limits of liability. Some 
companies have printed policies on an 
“occurrence” basis merely substitut- 
ing that word for “accident.” Others 
have so endorsed policies on request 
and usually for an additional pre- 
mium. In our discussions on this 


subject, in the Joint Forms Commit- 
tee of the National Bureau of Casu- 
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alty and Surety Underwriters and the 
American Mutual Alliance, there 
were many differing views as to 
the desirability of departing from 
“caused by accident” and as to the 
effect of doing so in various ways. 
I think we were all agreed that the 
only foreseeable increase in coverage 
intended would be to include the ex- 
posure cases. Companies have gen- 
erally interpreted their policies to 
cover the more obvious cases of this 
nature, but there were many with re- 
spect to which a question existed. 


The definition of “accident” in a 
standard dictionary is— 


“anything that happens; an occur- 
rence; event. Especially (1) Any- 
thing occurring unexpectedly, or 
without known or assignable cause 
* *K 

(2) Any unpleasant or unfortunate 
occurrence that causes injury, loss, 
suffering, or death * * *” 


In one insurance case which con- 
sidered this point, the court included 
in its discussion the following defini- 
tions of “accident”: 

“* %* * an unusual, fortuitous, un- 

expected or unforeseen or unlooked 

for event, happening or occurrence 

* * * some sudden and unexpected 

event taking place without expecta- 

tion, upon the instant, rather than 
something which continues, prog- 
resses or develops * * *.” 


Generally we have all understood 
that injuries to be covered by liabil- 
ity insurance policies must be caused 
by sudden, unexpected events, iden- 
tifiable in time and place, and that 
such policies do not cover intentional 
harms. Thus, for one or the other 
of these reasons, injuries resulting 
from continuous or repeated expos- 
ure to dust, smoke, fumes, heat, cold, 
etc., or from continued use of a par- 
ticular product did not fall within the 
original intent. To indicate that such 
injuries, if not intentionally caused, 
are covered may not require a de- 
parture from “caused by accident” 
but it certainly indicates the advis- 
ability of considering such a depar- 
ture. 

I don’t believe that any insured ex- 
pects his liability insurance policy to 
protect him for harm he does inten- 
tionally and probably the policy 
should not cover injuries resulting 
from acts committed or omissions 
permitted with knowledge that harm 
would result. Consideration of the 
latter phase is handicapped by the 
fact that no one has for years ques- 
tioned the coverage of an automobile 
liability policy on the ground that the 
insured knew or should have known 
that injury would result from his 
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speeding or his failure to stop at a 
red light or failure to have his ve- 
hicle repaired when the brakes and 
lights wore out. However, in the 
field of general liability insurance the 
possible consequences of such care- 
lessness or recklessness are some- 
what less obvious at times and they 
are nearly always infinitely more seri- 
ous, with respect particularly to prop- 
erty damage, and there is the greater 
probability of an act from which it 
was expected a little harm might re- 
sult developing into injuries of much 
greater proportions. 


The problem, therefore, has been 
to extend the coverage to the ex- 
posure cases, with some protection 
for the companies in avoiding cov- 
erage of the intentional harms, be- 
cause there is considerable reluctance 
to rely on public policy for such pro- 
tection. Some state courts have held 
that it is against public policy to per- 
mit insurance of intentional torts, 
but there are many other decisions 
holding exactly the opposite and it 
seems best to include in any departure 
from “caused by accident” some lim- 
itation with respect to this intentional 
feature. 


If there is anything, other than the 
exposure case, not covered under 
“caused by accident” wording, which 
should be covered by liability insur- 
ance policies, I think that the buyers 
of insurance at this meeting should be 
able to assist in finding and defining 
that missing element. Further dis- 
cussion of this interesting subject 
will no doubt continue for some time. 

e @ ® 


Two other changes of lesser inter- 
est were announced in the general li- 
ability insurance line. The work- 
men’s compensation rule with respect 
to exclusion of penalty overtime re- 
muneration from the premium com- 
putation was also adopted for Manu- 
facturers and Contractors coverage, 
and this rule was also made applicable 
to Garage Liability policies. The 
Grantor’s Protective or Alienated 
Premises coverage, originally devel- 
oped for New York because of the 
decision of the Court of ‘Appeals in 
Pharm vs. Lituchy, was eliminated 
as a separate coverage and is now 
deemed a part of all O. L. & T. and 
M. & C. coverage with respect to 
classifications covering premises. Such 
policies now cover for no additional 
premium the insured’s possible liabil- 
ity for accidents occurring on prem- 
ises he has sold. There are two ex- 
ceptions, in that the coverage does 
not apply to damage to such prem- 
ises and is not afforded to such risks 
as contractors and real estate oper- 
ators. 
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One new development, with which 
your former colleagues who are now 
in service as army exchange officers 
or navy ship’s service officers are be- 
coming familiar, is the special com- 
bination policy for army post ex- 
changes and navy ship’s_ service 
stores. These forms combine com- 
prehensive automobile and general 
bodily injury liability (including mal- 
practice coverage), property damage 
liability, mercantile open stock, all- 
risk money and securities, fidelity 
and forgery coverages in one policy, 
with separate limits for each, at one 
rate, generally on a sales basis. This 
is perhaps an extreme simplification, 
but the forms were tailor-made for a 
special type of risk in a rather homo- 
geneous class, and with the intention 
of making the coverage and the pre- 
mium computation as simple as pos- 
sible to reduce the burdens of the 
officers in charge of these risks. 
However, no doubt many of these 
army exchange officers and navy 
ship’s service officers will return to 
private business after the war and 
will seek forms based on similar prin- 
ciples, adapted to the needs of their 
own businesses. 


The litigation involving the S.E. 
U.A., a fire insurance rating organ- 
ization, has had its effect on the 
whole insurance business, with sev- 
eral states discussing adoption of 
rate regulatory statutes and New 
Jersey adopting a new law modelled 
after Article VIII of the New York 
Insurance Law. Whether such reg- 
ulation is desirable is not within the 
scope of this paper, but will no doubt 
be debated in several state capitols 
early next year. 


One of the most far-reaching proj- 
ects undertaken in the past year is 
that of the Multiple Line Underwrit- 
ing Committee appointed by Insur- 
ance Commissioner C. F. J. Harring- 
ton of Massachusetts, as President of 
the National Association of Insur- 
ance Commissioners. While its scope 
is much broader than my assigned 
topic, it has such an important bear- 
ing on liability insurance it should be 
mentioned here. At the present time 
insurance companies in the United 
States are life, fire and marine, or 
casualty and surety companies and 
most states keep each type of com- 
pany in its own tight box with very 
little overlapping. England and other 
countries provide for organization of 
insurance companies without limiting 
each company to a type of insurance, 
and a few states in this country per- 
mit such companies to be organized, 

(Continued on page 24) 
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INSURANCE DECLARED 
COMMERCE 


(Continued from page 5) 


foreign insurance companies, that the 
statute did not offend the commerce 
clause because ‘issuing a policy of in- 
surance is not a transaction of com- 
merce’. Paul versus Virginia, 8 Wall. 
168, 183. Since then, in similar cases, 
this statement has been repeated, and 
has been broadened. In Hooper versus 
California, 155 U. S. 648, 654, 655, de- 
cided in 1895, the Paul statement was re- 
affirmed, and the court added that ‘the 
business of life insurance is not com- 
merce’. In 1913 the New York Life 
Insurance Co., protesting against a Mon- 
tana tax, challenged these broad state- 
ments, strongly urging that its business, 
at least, was so conducted as to be en- 
gaged in interstate commerce. But the 
court again approved the Paul state- 
ment and held against the company, say- 
ing that contracts of insurance are not 
commerce at all, neither State nor inter- 
state’. New York Life Insurance Co. 
versus Deer Lodge County, 231 U. S. 
495, 503-504, 510. 


“In all cases in which the court has 
made the statement that ‘the business of 
insurance is not commerce’, its atten- 
tion was focused on the validity of State 
statutes— the extent to which the com- 
merce clause automatically deprived 
States of the power to regulate the in- 
surance business. Since Congress had 
at no time attempted to control the in- 
surance business, invalidation of the 
State statutes would practically have 
been equivalent to granting insurance 
companies engaged in interstate activi- 
ties a blanket license to operate without 
legal restraint. As early as 1866 the in- 
surance trade, though still in its infancy, 
was subject to widespread abuses. To 
meet the imperative need for correction 
of these abuses the various State legis- 
latures, including that of Virginia, 
passed regulatory legislation. Paul ver- 
sus Virginia upheld one of Virginia’s 
statutes. To uphold insurance laws of 
other States, including tax laws, Paul 
versus Virginia’s generalization and rea- 
soning have been consistently adhered 
to. 


“Today, however, we are asked to ap- 
ply this reasoning, not to uphold an- 
other State law, but to strike down an 
act of Congress which was intended to 
regulate certain aspects of the methods 
by which interstate insurance companies 
do business; and, in so doing, to narrow 
the scope of the Federal power to regu- 
late the activities of a great business 
carried on back and forth across State 
lines. But past decisions of this court 
emphasize that legal formulae devised to 
uphold State power cannot uncritically 
be accepted as trustworthy guides to de- 
termine Congressional power under the 
commerce clause. Furthermore, the rea- 
sons given in support of the generaliza- 
tion that ‘the business of insurance is not 
commerce’ and can never be conducted 
so as to constitute ‘commerce among the 
States’ are inconsistent with many de- 
cisions of this court which have upheld 
Federal statutes regulating commerce 
under the commerce clause. 


“One reason advanced for the rule in 
the Paul case has been that insurance 
policies ‘are not commodities to be 
shipped or forwarded from one State to 
another.’ 3ut both before and since 
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Paul versus Virginia this court has held 
that Congress can regulate traffic though 
it consist of intangibles.” 


After reviewing the evidence and 
the arguments presented to the Court 
Justice Black continued : 

“The most that can be said of all this 
evidence considered together ‘is that it 
is inconclusive as to any point here rele- 
vant. By no means does it show that 
the Congress of 1890 specifically intended 
to exempt insurance companies from the 
all-inclusive scope of the Sherman Act. 
Nor can we attach significance to the 
omission of Congress to include in its 
amendments to the act an express state- 
ment that the act covered insurance. 
From the beginning Congress has used 
language broad enough to include all 
business, and never has amended the 
act to define these businesses with par- 
ticularity. And the fact that several 
Congresses since 1890 have failed to en- 
act proposed legislation providing for 
more or less comprehensive Federal reg- 
ulation of insurance does not even re- 
motely suggest that any Congress has 
held the view that insurance alone, of all 
businesses, should be permitted to enter 
into combinations for the purpose of de- 
stroying competition by coercive and in- 
timidatory practices. 

“Finally it is argued at great length 
that virtually all the States regulate the 
insurance business on the theory that 
competition in the field of insurance is 
detrimental both to the insurers and the 
insured, and that if the Sherman Act be 
held applicable to insurance much of this 
State regulation will be destroyed. The 
first part of this argument is buttressed 
by opinions expressed by various per- 
sons that unrestricted competition in in- 
surance results in final chaos and pub- 
lic injury. Whether competition is a 
good thing for the insurance business is 
not for us to consider. Having power to 
enact the Sherman Act, Congress did 
so; if exceptions are to be written into 
the act they must come from the Con- 
gress, not this court. And as was said 
in answer to a similar argument that the 
Sherman Act should not be applied to 
a railroad combination.” 


The Chief Justice concluded : 


“The argument that the Sherman Act 
necessarily invalidates many State laws 
regulating insurance we regard as ex- 
aggerated. Few States go so far as to 
permit private insurance companies, 
without State supervision, to agree upon 
and fix uniform insurance rates. Cf. 
Parker v. Brown, 317 U. S. 341, 350-352. 
No States authorize combinations of in- 
surance companies to coerce, intimidate, 
and boycott competitors and consumers 
in the manner here alleged, and it can- 
not be that any companies have ac- 
quired a vested right to engage in such 
destructive business practices.” 


In dissenting opinions Chief Jus- 
tice Stone and Justices Frankfurter 
and Jackson deplored the majority 
opinion as a decision overturning the 
precedents of 75 years in an effort 
to establish a new boundary between 
state and national power. Chief Jus- 
tice Stone said: 

“It is not a question here of whether 
the defendants participated in some in- 


cidental way in interstate commerce or 
used in sofne instances the facilities of 


interstate commerce, but is rather 
whether the activities complained of as 
constituting the business of insurance 
would themselves constitute interstate 
trade or commerce, and whether defend- 
ants’ method of conducting same 
amounted to restraint or monopoly of 
same. It is not a question as to whether 
or not Congress had power to regulate 
the insurance companies or some phase 
of their activities, but rather whether 
Congress did so by the Sherman Act. 


“Persons may be engaged in inter- 
state commerce yet if the restraint or 
monopoly complained of is not itself a 
restraint or monopoly of interstate trade 
or commerce, they may not be convicted 
of violations of the Sherman Act. The 
fact that they may use the mails and in- 
strumentalities of interstate commerce 
and communication, and be subject to 
Federal regulations relating thereto, 
would not make applicable the Shermen 
Act to interstate commerce or to activi- 
ties which were not commerce. 


“The whole case therefore depends 
upon the question as to whether or not 
the business of insurance is interstate 
trade or commerce and if so whether the 
transactions alleged in the indictment 
constitute interstate commerce.” 


Following a review of the various 
Acts involved, the Chief Justice con- 
tinued : 


“The conclusion seems inescapable 
that the formation of insurance con- 
tracts, like many others, and the busi- 
ness of so doing, is not, without more, 
commerce within the protection of the 
commerce clause of the Constitution and 
thereby, in large measure, excluded from 
State control and regulation: See Hooper 
vs. California, supra, 655; New York 
Life Insurance Co. vs. Deer Lodge 
County, supra. This conclusion seems, 
upon analysis, not only correct in prin- 
ciple and in complete harmony with the 
uniform rulings by which this court has 
held that the formation of all types of 
contract which do not stipulate for the 
performance of acts of interstate com- 
merce, are likewise not interstate com- 
merce, but it has the support of an un- 
broken line of decisions of this court be- 
ginning with Paul vs. Virginia, seventy- 
five years ago, and extending down to 
the present time. 


“In 1913 this Court was asked, on 
elaborate briefs and arguments, such as 
are now addressed to us, to overrule 
Paul v. Virginia, supra, and the many 
cases which have followed it. New York 
Life Insurance Co. v. Deer Lodge 
County, supra. See also New York Life 
Insurance Co. v. Cravens, supra. In the 
Deer Lodge case the mode of conducting 
the insurance business was almost iden- 
tical with that alleged here (231 U. S. 
at 499-500); it was strenuously urged, 
as here, that by reason of the great size 
of insurance companies ‘modern life in- 
surance had taken on essentially nation- 
al and international character’ (231 U. S. 
at 507); and, as here, that the use of the 
mails incident to the formation of the 
contract and the interstate transmission 
of premiums and the proceeds of the 
policies ‘constitute “a current of com- 
merce among the States”’ (231 U. S. at 
509). All these arguments were rejected, 
and the business of insurance was held 
not to be interstate commerce, on the 
grounds which we have stated and think 

(Continued on page 22) 
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DINEEN TESTIFIES 
BEFORE COMMITTEE 


(Continued from page 17) 

Mr. Dineen: Yes. 

Senator O’Mahoney: Is that dis- 
count formula applied in the case of 
risks which are not under the Inter- 
state Underwriters Board or its 
members ? 

Mr. Dineen: No. 

Senator O’Mahoney: All right, 
then, let’s take a case in Syraczse 
Let us assume that there is a grocery 
store in Syracuse which is in com- 
petition with a branch of the Atlantic 
& Pacific Tea Company. The At- 
lantic & Pacific Tea Company, since 
it is insured under the Interstate 
Underwriters Board method, gets the 
advantage of the New York State 
discount. Does the competing little 
grocer get that discount? 

Mr. Dineen: No, but that gets back 
to what I said to you this morning. 
To answer your question, we don't 
even have to discuss the Interstate 
Underwriters report. You can take 
the Workmen’s Compensation Law 
in the State of New York and under 
this graduated expense plan which 
our legislature approved, you can 
have a compensation risk, and there 
the discount is graduated in accord- 
ance with the premium, and you can 
have two stores side by side. One 
man, we will say, pays a $300 pre- 
mium. He pays at the manual rate. 
The man next door, we will say, is a 
chain store that has a million. dollar 
payroll. Under our law you apply 
this graduated discount, and he gets 
his compensation insurance cheaper. 
That is based upon the principle that 
the expense incidental to serving 
these large risks is less than the ex- 
pense of serving the small ones. 

Just for illustration, the compensa- 
tion dollar is divided into two parts 
—60 cents and 40 cents under the 
permissible loss ratio. Sixty cents 
is for losses and the 40 cents is for 
expenses, and they use an analogy 
that from an expense standpoint it is 
cheaper to write one $10,000 policy 
than to write ten $1,000 policies. 
They discuss the question of the in- 
spection, and there are a variety of 
items. What they say—and this is 
one of the modern developments in 
rating, and I may say it is a field in 
which honest minds legitimately dif- 
fer—is, “We are going to invoke on 
the 60-cent side of the dollar a rule 
of experience. The risk which is 
careful and has a good experience is 
going to save on the 60-cent element 
of the dollar, because he should. 
When we get to the 40-cent side of 
the dollar, we are going to imply 
there the same principles, that if 
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there are economies incidental to the 
handling of a large risk, then any 
saving should be passed on to the in- 
sured, the theory being that as the 
science of rating develops they keep 
seeking equity. 

I may say one thing, Senator, be- 
cause I think I divine how your mind 
operates on this. I recently had oc- 
casion to write an opinion on a rat- 
ing problem, and I pointed out in 
that opinion that workmen’s compen- 
sation is really a social form of in- 
surance. You can take one view that 
it is in some respects a tax, and that 
therefore the rates should be the 
same for all. As against that you 
must understand that it is a form of 
insurance, and that there are econo- 
mies. I know you won't close your 
eyes to that—that if you deprive the 
big risk of those economies you 
wouldn’t be giving him equity. So 
the problem you suggest is by no 
means confined to the Interstate Un- 
derwriting Board. That is a modern 
development in insurance rating. 

Senator O'Mahoney: May 1 say 
that I see no analogy at all between 
workmen’s compensation and the sort 
of risk I have in mind. 

Mr. Dineen: Can I say this much 
to you: There is a marked analogy 
between them. 

Senator O'Mahoney: Here are two 
identical buildings built by the same 
contractor, costing the same, and in 
the course of time one of them is ac- 
quired by the Atlantic & Pacific Tea 
Company and the other is owned by 
a smaller Syracuse grocer. 

Mr. Dineen: Yes. 

Senator O’Mahoney: He has filled 
it with contents, with his stock in 
trade. The Atlantic & Pacific Tea 
Company has filled the other building 
with its stock in trade. Now, that 
stock in the two buildings is insured, 
but at a different rate. The small 
man doesn’t get the discount. 

Mr. Dineen: That is correct. 

Senator O’Mahoney: And the big 
fellow does get the discount? 

Mr. Dineen: That is correct, as- 
suming that the large risk has utilized 
the privilege of insuring the Inter- 
state Underwriters plan. 

Senator O’Mahoney: Now, that is 
what I expected the answer to be. 
The discount is obtained by the big 
risk and it is not obtained by the 
small risk. 

Mr. Dineen: Yes, but I draw a 
different inference from that set of 
facts than you do. 

Senator O’Mahoney: Well, what 
is the correct inference? 

Mr. Dineen: If you will return to 
those things which I read you this 
morning, getting back to the applica- 
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tion of this principle, where you get 
into the chain idea, they are normally 
ownership of the better grade. That 
reflects to some extent on character 
and you know and I know that char- 
acter has a lot to do with a decision 
as to whether you want to put a torch 
on to the merchandise or not. 

Senator O’Mahoney: You wouldn’t 
imply that the little fellow wants to 
put the torch where the big fellow 
doesn’t ? 

Mr. Dineen: I said that character 
would influence the decision and up- 
on that I stand, sir. 

The next is maintenance and sup- 
ervisory discipline make for a better 
loss ratio. That is a fact. Superior 
record keeping is another factor. 
Then you have the loss ratio as af- 
fected by this automatic reporting 
feature, and the next is the question 
of replacing the merchandise. All 
of those elements are valid elements 
in determining differentiation in 
rates, in my judgment. 

Senator Hatch: Let me ask you 
this, Mr. Commissioner: Congress- 
man Hancock questioned you this 
morning, and your reply was that 
someone had said you could not 
suspend economic laws. His ques- 
tion was based upon the fact that big 
business doing mass buying and mass 
selling naturally gets a better rate. 

Mr. Dineen: Yes. 

Senator Hatch: And that perhaps 
insurance was purchased on the same 
basis. 

Mr. Dineen: There is a parallel 
between them. 

Senator Hatch: It isn’t based on 
the amount of insurance written, is 
it? The risk isn’t greater or smaller 
because there may be a dozen stores 
or one store? 

Mr. Hancock: There is a diifer- 
ence in the overhead. 

Mr. Dineen: That gets back to the 
answer I gave in connection with the 
workmen’s compensation. You di- 
vide your dollar into two parts; one 
portion is allocated for the payment 
of losses and the other portion is for 
expenses, and you will find in the 
fire insurance business, for instance, 
the loss ratio will vary. 


But suppose that 50 cents of the 
dollar were applied for losses and 50 
cents for expenses. When you get 
into that expense item, economy cer- 
tainly should be effected there exactly 
as it should be in the purchase, for 
instance, of one desk as compared 
with the purchase of 50 desks. It is 
the same principle. 

Senator O’Mahoncey: Believe ine, I 
am grateful to them and to the De- 
partment of Insurance for the State 
of New York for the information 
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they have dug out and which we 
would be completely without if it had 
not been for the fact that the exam- 
iners of your Department are on 
their toes. That is precisely why I 
feel, Mr. Dineen, that in the midst 
of this examination that the State De- 
partment of New York is carrying 
on with respect to this Interstate 
Board, as it calls itself, it certainly 
is not the time for the Congress of 
the United States to say the anti- 
trust laws of the Federal Government 
shall not apply to your operations. 


Now, that is the conclusion that I 
draw. It may not be your conclusion. 
Mr. Dineen: I can say this much 
to you: I have conclusions on the 


subject. 

Senator O’Mahoney: Do you want 
to present them to the committee? 

Mr. Dineen: Let me put it to you 
this way: We have in our organiza- 
tion something that makes every sup- 
crintendent in our state eternally 
jiant, in my judgment. We have a 
liquidation bureau with 170 employ- 
ees in it now, and at one time we had 
over a thousand, I think 2,000 people, 
and what we were doing was engag- 
ing in liquidating the defunct com- 
panies. That is a reminder to you 
that when companies are mismanaged 
or when things aren’t done properly, 
insurance companies can fold and the 
public can suffer. It is a continual 
reminder that the first and foremost 
object of every examiiation is to 
make sure these companies stay solv- 
ent. That is our major responstbil- 
ity. 

Now, we had in our state years ago 
a merit committee which made a very 
detailed investigation of the insur- 
ance business, and that committee de- 
cided when they got all through that 
unrestricted competition was bad for 
the insurance business. As a result 
of their deliberations in parts our 
state—and by the way, when I say 
this I am not expressing my own 
views in this respect; I am merely 
echoing the legislative policy of our 
state—says legislatively the appiica- 
tion of an anti-trust provision is a 
blunder in the insurance business, 
and that is one of the worst things 
that could happen. Under our theory 
of government—and when I say our 
theory, I am addressing myself solely 
to the State of New York—we be- 
lieve that rate regulation is the an- 
swer. 

In your colloquy today, Senator, 
you expressed concern—and it isn’t 
something peculiar to you, for I 
think all of us feel that way—for the 
survival of small business. The 
minute you get into applying the pro- 
visions of the Sherman Anti-Trust 
Act to the insurance business and al- 
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low unrestricted competition to take 
place, that in my judgment is the most 
effective means that I know of to 
drive the small people out of the in- 
surance business. 

Senator O’Mahoney: That is not 
the question before this committee, 
you understand. 

Mr. Dineen: Let me say this much 
to you: You have to see it as a hroad 
basic question, and that is the appli- 
cation of the provisions of the Sher- 
man and the Clayton Acts to the in- 
surance business. Now, I am going 
to assume that Congress for the last 
75 years has been composed of men 
of intelligence and integrity, and for 
75 years the Sherman and Clayton 
Acts have not applied to the insur- 
ance business. 

Senator O'Mahoney: You are mis- 
taken about that, Mr. Commissioner. 
If you were here this morning when 
I read to you the statute on marine 
insurance— 

Mr. Dineen: I am thoroughly con- 
versant with the history of that stat- 
ute. That statute was put in, as I 
understand it—and there was a de- 
bate, as I recall it, as to whether or 
not it was even necessary to put in 
a statute—you might say as a result 
of a superabundance of caution. 
Now, if your theory is correct, and 
I am discussing it in the abstract 
now, the only inference I can draw is 
that Congress has been moribund for 
75 years, and that I refuse to con- 
clude. 

So, I simply make the point that 
if you have unrestricted competition, 
which is what the Sherman and Clay- 
ton Acts call for, and I am address- 
ing myself to this question on the 
national line, because after all there 
are 47 other states in the Union 
which people may not share our 
views—I am discussing it from the 
standpoint of the State of New York 
—we think it is bad economics. 

Senator O’Mahoney: Of course, 
as I see it, that is not the question 
here at all. My position from the 
outset has been, Mr. Dineen, that the 
insurance companies instead of ask- 
ing for a blanket exemption from the 
anti-trust laws, should tell the Con- 
gress what particular exemptions it 
ought to have in the field of inter- 
state and foreign commerce, just as 
was done in the case of marine in- 
surance. 

How simple it would have been, 
Commissioner Dineen, for the insur- 
ance companies to come before Con- 
gress and ask for authority to make 
the sort of combination that is neces- 
sary, instead of asking for a blanket 
whitewash. That is the point. I 
don’t object to anything that you 
have said. @ @ @ 
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valid—but which the Government’s brief 
and the opinion of the Court in this case 
have failed to notice.” 


Chief Justice Stone continued : 


“It would be strange, indeed, if Con- 
gress, in adopting the Sherman Act in 
1890, more than twenty years after this 
court had supposedly settled the ques- 
tion, had considered that the business of 
insurance was interstate commerce or 
had contemplated that the Sherman Act 
was to apply to it. Nothing in its legis- 
lative history suggests that it was in- 
tended to apply to the business of in- 
surance. The legislative materials indi- 
cate that Congress was primarily con- 
cerned with restraints of competition in 
the marketing of goods sold in interstate 
commerce, which were clearly within 
the federal commerce power.” 


The Chief Justice concluded: 


“Had Congress chosen to legislate for 


such parts of the insurance business as 
could be found to affect interstate com- 
merce, whether by making the Sherman 
Act applicable to them or by regulation 
in some other form, it could have re- 
solved many of these questions of con- 
flict between federal and state regula- 
tion. But this Court can decide only the 
questions before it in particular cases. 
Its action in now overturning the prece- 
dents of seventy-five years governing a 
business of such volume and of such 
wide ramifications, cannot fail to be the 
occasion for loosing a flood of litigation 
and of legislation, state and national, in 
order to establish a new. boundary be- 
tween state and national power, raising 
questions which cannot be answered for 
years to come, during which a great busi- 
ness and the regulatory officers of every 
state must be harassed by all the doubts 
and difficulties inseparable from a re- 
alignment of the distribution of power 
in our federal system. These considera- 
tions might well stay a reversal of long 
established doctrine which promises so 
little of advantage and so much of harm. 
For me these. considerations are con- 
trolling.” 





MUTUALS ANNOUNCE 
REHABILITATION PLAN 


UTUAL casualty insurance 

companies affiliated with 

American Mutual Alliance 
today announced through A. V. 
Gruhn, general manager of that or- 
ganization, the adoption of a policy 
and plan for presentation to policy- 
holders as a guide in the employ- 
ment of disabled veterans and other 
handicapped persons. 


The plan will go to the individual 
policyholders to whom it is directed 
through member companies in the 
form of a 22-page booklet which sets 
forth in detail the steps to be fol- 
lowed in the placement and subse- 
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NEW YORK 
STANDARD POLICY 


(Continued from page 9) 


monly felt that the restriction of re- 
covery to the interest of the insured 
provides an ample safeguard against 
over-insurance and at the same time 
does not penalize an insured out of 
reason for what is usually an unin- 
tentional oversight on the part of 
himself or his agent. 


No Fallen Building Clause 


Perhaps the second most important 
change in the 1943 policy is the omis- 
sion of the fallen building clause, 
which is found in lines 36 and 37 of 
the 1886 form and lines 68 to 72 of 
the 1918 policy. Like the “moral 
hazard” clauses, there was no fallen 
building clause in the Massachusetts 
policy. 

The new policy does not, of course, 
cover damage from collapse itself or 
from any hazard causing collapse, 
but it does cover resulting fire dam- 
age, even if the building or a mate- 
rial part of it should fall before the 
fire. For example, under one of the 
old forms, if a building were blown 
down by windstorm and fire ensued, 
coverage under fire policies ceased 
and the insured had no protection un- 
less he carried windstorm insurance 
with the “bridging the gap” clause, 
in which case the windstorm insur- 
ance became liable for the resulting 
fire. Under the 1943 fire policy, the 
fire insurance remains in torce, but 
the windstorm damage is still not 
covered. 

Once regarded as an almost sacred 
part of the fire insurance policy, the 
fallen building clause had lost much 
of its support in recent years. In 
many states it could be waived for an 
additional premium and considerable 
insurance had been written on this 
basis. 

The first part of the conditions of 
the 1943 policy is similar to the older 
forms. Lines 1 to 6 state that the 
policy shall be void if the insured has 
wilfully concealed or misrepresented 
any material fact or circumstance 
concerning the insurance or the sub- 
ject of insurance or his interest or 
if there is any fraud or false swear- 
ing by the insured on this subject. 


Uninsurable Property Reduced 


Lines 7 to 9 of the 1943 policy list 
the property which is uninsurable or 
must be mentioned to be covered. The 
list is greatly reduced. The policy 
does not cover accounts, bills, curren- 
cy, deeds, evidences of debt, money 
or securities. Bullion and manu- 
scripts are not covered unless spe- 
cifically named on the policy in writ- 
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ing. There is a much longer list in 
lines 7 to 11 of the 1918 contract and 
a still longer one in lines 38 to 41 of 
the 1886 policy. The latter policy, 
for example, excludes property held 
on storage or repair, unless liability is 
specifically assumed, also scientific 
apparatus and store and office fur- 
niture and fixtures—all very common 
subjects of insurance. 

The list of excluded hazards is the 
one provision in the 1943 policy 
which is longer than that of the 1918 
form, but this is due only to adopting 
a more detailed exclusion of war haz- 
ards, which is modeled on ‘the insur- 
ing clause of the war damage policy 
of War Damage Corporation. This 
part of the clause (lines 13 to 16) 
excludes loss caused by “enemy at- 
tack by armed forces, including ac- 
tion taken by military, naval or air 
forces in resisting an actual or imme- 
diately impending enemy attack.” It 
is followed by exclusions of invasion, 
insurrection, rebellion, civil war and 
usurped power. 

The two older policies did not 
mention “war”, but did exclude 
“civil war’ — showing what hazard 
was in the minds of insurance men 
and the public in 1886—and also in- 
vasion, insurrection, military or 
usurped power. Probably the court 
interpretation of the three policies 
would be about the same, but it is 
undoubtedly more satisfactory to 
have the exclusion clause of the fire 
policy follow the insuring clause of 
the war damage policy. 

There is only one gap in this cov- 
erage. The war damage policy cov- 
ers only action taken by American 
armed forces in resisting enemy at- 
tack, while the fire policy excludes 
any such armed force resistance, by 
whatever nation. At present, this 
point does not seem serious, though 
some time ago the possibility of dam- 
age from efforts of an allied nation 
was a prominent conversational point. 


No Riot Exclusion 
The 1943 policy does not exclude 
fire caused by riot or civil commo- 
tion. Lines 31 and 32 of the 1886 
policy and lines 14 and 15 of the 1918 
policy exclude this. This exclusion 
escaped the attention of most people 
and seldom arose in an ‘important 
case. Nevertheless, it was there and 
was used as an argument for the sale 
of riot and civil commotion insur- 
ance or extended coverage whenever 
labor troubles arose. It is at least 
theoretically possible for a company 
under the old forms to deny liability 
should a riot start a conflagration 

which would destroy a city. 
The standard riot and civil commo- 
tion policy does not cover any loss 
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covered by a fire or other policy. If 
the 1943 form is used and the in- 
sured, also carrying riot and civil 
commotion insurance, suffers a fire 
caused by riot, the loss is thrown on 
the fire policy and the riot policy does 
not participate in this part of the loss. 
If one of the older forms is used, the 
riot policy pays the fire loss under 
these circumstances. 

General acceptance of the 1943 fire 
policy will probably result in a revi- 
sion of the riot and civil commotion 
rate schedule, as the riot rate is now 
partially based on the fire rate at the 
insured premises, because of the cov- 
erage of fire caused by riot. With 
this situation changed, there will un- 
doubtedly be pressure to revise this 
schedule. 


Civil Authority Clause Included 

The exclusion clause of the 1943 
policy excluded loss caused by order 
of civil authority, “except acts of 
destruction at the time of and for the 
purpose of preventing the spread of 
fire, provided that such fire did not 
originate from any of the perils ex- 
cluded by this policy”. The older 
policies simply exclude loss caused 
by order of civil authority. While 
there were some dissenting cases, the 
courts usually held that these policies 
did not cover destruction of property 
te check a conflagration. 

The civil authority clause thus 
need not be included in forms used 
with the 1943 policy —dnother sav- 
ing. This clause could be added free 
in most territories, so there was no 
point in retaining the exclusion in 
the policy. 

The balance of the exclusion clause 
in the 1943 policy—lines 21 to 24— 
excludes loss caused by neglect of the 
insured to use all reasonable means to 
protect His property and denies lia- 
bility for theft. The older policies 
have similar exclusions. 

The exclusion clause of the 1943 
policy is prefaced with a statement 
that it applies to “fire or other perils 
insured against under this policy” 
caused by the listed exceptions. The 
older forms did not say so specifically 
and were vague as to the exact intent 
of the exclusion clauses. 


Other Insurance Permitted 


Another realistic and space-saving 
feature of the 1943 policy is that it 
omits the provision that it shall not 
cover if there is other insurance on 
the property in question. This is 
found in lines 11 to 13 of the 1886 
policy, which became void if that con- 
dition existed, and in lines 35 to 38 
of the 1918 form, which was sus- 
pended while other insurance was in 
force without permission. Permits 
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for other insurance were universally 
included in forms and the inanity of 
the situation was emphasized by the 
fact that both policies contain other 
provisions for pro rating losses with 
other insurance. 


Instead, the 1943 policy, in lines 
25 to 27, provides that other insur- 
ance may be prohibited or restricted 
by endorsement. Thus, if the subject 
of insurance is farming or some other 
property on which the rules or the 
underwriting principles of the com- 
pany require that total insurance be 
restricted, this can be set forth in the 
form or in an endorsement. If there 
is no reason for restricting other in- 
surance—which is true in about 99% 
of the cases—nothing need be said. 
The other insurance permit thus can 
be left out of forms, and another 
“take away, then put back” situation 
is avoided. 





A YEAR IN 
LIABILITY INSURANCE 


(Continued from page 19) 


while some 30-odd states provide for 
the writing of a full coverage auto- 
mobile policy by one company. Com- 
missioner Harrington points out that 
some 30 years ago the National As- 
sociation of Insurance Commission- 
ers commenced a discussion relative 
to the restrictions on underwriting 
powers in the state laws aid suggests 
that statutes are frequently responsi- 
ble for inadequate policies with gaps 
in coverage. These gaps are fewer 
for those who are fully familiar with 
all of the various forms of coverage, 
and they might be eliminated should 
the statutory definitions of kinds of 
insurance be overhauled, although 
perhaps new ones would appear from 
time to time as new hazards appear. 
Last October Commissioner Harring- 
ton announced appointment of a com- 
mittee representing fire, marine, cas- 
ualty and surety, stock and mutual 
companies, agents and brokers and 
the insurance buyers. This Commit- 
tee is to study the subject of multiple 
line underwriting and report to the 
Committee on Laws and Legislation 
of the National Association of In- 
surance Commissioners and to the 
entire association. It has been meet- 
ing weekly for many months and on 
April 13 and 14 held hearings in New 
York City. Those who appeared 
were asked to express their views on 
five subjects: 
1. Transaction by fire, marine, cas- 
ualty and bonding companies of 
a multiple-line business outside of 
the borders of Continental United 
States ; 
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2. Transaction of multiple-line rein- 
surance between fire, marine, cas- 
ualty and bonding companies ; 


3. The writing of a comprehensive 
automobile policy by fire, marine, 
casualty and bonding companies ; 


4. The writing of a comprehensive 
aviation. policy by fire, marine, 
casualty and bonding companies ; 


5. The writing of personal property 
floaters by fire, marine, casualty 
and bonding companies. 


The Committee also asked for com- 
ments or opinions on the extension 
of underwriting powers beyond the 
scope indicated by these topics. It 
is not known what views were ex- 
pressed at the hearings nor what con- 
clusions the Committee has reached 
which it will include in its report. 


Obviously the subject is replete 
with complications and it is not likely 
that the Committee will recommend 
full multiple line authorization at 


this time. Should the Committee 
recommend adoption of the five 
points previously mentioned, even 


that program must involve several 
years of legislative activity before it 
is adopted by a majority of the states, 
and to be successful such a program 
would have to be adopted by the sev- 
eral states, almost without exception. 
The pros and cons on each of these 
topics will be thoroughly aired and 
each has capable and experienced ad- 
vocates and opponents. They merit 
the attention of insurance buyers as 
well as those in the insurance indus- 
try. 


Although the past year has not had 
as many landmarks in the field of li- 
ability insurance as some prior years, 
it has been a year of firm consolida- 
tion and steady development. Fur- 
ther improvements niay sometimes be 
delayed for consideration of more 
pressing matters arising during times 
of emergency, but will not be post- 
poned indefinitely. I would suggest 
watching particularly for further dis- 
cussions of “caused by accident,” rate 
regulation, and multiple line under- 
writing and further use of compre- 
hensive forms of policies. 





INSURANCE 
A PUBLIC SERVICE 


(Continued from page 16) 


and make it almost impossible for 
certain types of carriers to operate, 
to say nothing of admitting new 
blood to the business. 

These same groups also promoted 
restrictive countersignature laws 
which threw up a barrier around a 





given State and required the payment 
of a portion of the commission to a 
resident agent merely through acci- 
dent of residence, and for no service’ 
rendered. This vicious practice has 
not helped rate reductions, and has in 
some instances destroyed a competi- 
tive market. 


You are all familiar with the new 
New York standard fire policy. It 
took Julian Lucas ten years of con- 
stant effort and fight to bring it 
about. The companies main excuse 
was that so many legal decisions had 
been made on the old form that a 
change to other language would re- 
quire starting a new set of» suits. 
What Lucas wanted to do was to 
eliminate the restrictions (to a large 
extent) which had brought the suits 
in the first place. While Lucas had 
to yield in many places, it is readily 
agreed that the new policy is a vast 
improvement. Lucas died about a 
year ago, but he lived to see at least 
a partial fruition of his efforts, God 
Bless him! 


In conclusion let me say that it is 
time the insurance business stopped 
its self-praise and realized its respon- 
sibility as well as its position of im- 
portance. There may be times when 
self-back-patting is proper— but now 
is certainly not one of them. 





REHABILITATION PLAN 


(Continued from page 22) 


quent supervision of returning dis- 
abled veterans and others suffering 
physical handicaps. The plan comes 
as the result of a long consideration 
of the problems relating to the em- 
ployment of returning veterans by 
the managing heads of the mutual 
casualty carriers, and a special com- 
mittee of the Alliance headed by B. 
E. Kuechle, vice-president and chief 
engineer of Employers Mutuals of 
Wisconsin. 


The plan stresses the importance 
of the employer knowing of and eval- 
uating the handicaps of the return- 
ing veteran at the time of employ- 
ment, the complete and thorough 
analyzation of jobs and the fitting of 
the individual into the occupation 
best suited to him. Great emphasis 
is put upon the importance of con- 
siderate, supervision of such persons 
during the period of orientation. 


According to Mr. Gruhn more 
than 100,000 copies of the plan with 
letters from the chief executives of 
the mutual casualty companies urg- 
ing its adoption are being placed be- 
fore the directing heads of policy- 
holder organizations. 
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LUMBER MUTUALS 
* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 














INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 
GUC 


Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 





Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 

















epee the Nation there is a mighty yearning 
in millions of hearts for the long awaited home- 


coming that will follow Victory. On battle fronts, through 
danger and hardship, it throbs in every fighter’s breast. 
There is need for all of us to do more than before to speed 
its fulfillment. 


We all know what War Bond purchases accomplish— 
how they maintain the vital flow of weapons to fighting 
fronts, what a splendid investment they are, how they 
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FEDERATED HARDWARE MUTUALS 

Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 

Mutual Implement and Hardware Insurance Company, Home Office, Owatonna, Minnesota 

HARDWARE MUTUAL CASUALTY COMPANY 
Home Office, Stevens Point, Wisconsin 


LICENSED IN EVERY STATE 


help keep prices down and build reserve purchasing power. 

But the 5th War Loan means still more. It is more 
important than any in the past, for its special purpose 
is to keep pace with a greatly intensified military drive 
that will sweep us with increased speed to Victory! To 
make it a real “V-Loan”, all of us must open our purses 
gladly and buy more than before—and thus hasten the 
day when we can open our arms and hearts for the glo- 
rious Victory home-coming! 


Hardware Mutuals 


Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 
Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 








